A comparative analysis of performance appraisal of Mahila Co-operative Banks of Gujarat by Kshatriya, Alka B.
          Saurashtra University 
     Re – Accredited Grade ‘B’ by NAAC 
     (CGPA 2.93) 
 
 
 
 
Kshatriya, Alka B., 2012, “A comparative analysis of performance appraisal of 
Mahila Co-operative Banks of Gujarat”,  thesis PhD, Saurashtra University 
  
http://etheses.saurashtrauniversity.edu/id/eprint/767 
  
Copyright and moral rights for this thesis are retained by the author 
 
A copy can be downloaded for personal non-commercial research or study, 
without prior permission or charge. 
 
This thesis cannot be reproduced or quoted extensively from without first 
obtaining permission in writing from the Author. 
 
The content must not be changed in any way or sold commercially in any 
format or medium without the formal permission of the Author 
 
When referring to this work, full bibliographic details including the author, title, 
awarding institution and date of the thesis must be given.  
 
 
 
 
 
 
 
 
 
Saurashtra University Theses Service 
http://etheses.saurashtrauniversity.edu 
repository@sauuni.ernet.in 
 
© The Author
"A COMPARATIVE ANALYSIS OF PERFORMANCE APPRAISAL
OF MAHILA CO-OPERATIVE BANKS OF GUJARAT”
THESIS
SUBMITTED
FOR THE AWARD OF
DOCTOR OF PHILOSOPHY IN COMMERCE
UNDER THE FACULTY OF COMMERCE
SAURASHTRA UNIVERSITY
RAJKOT-360 005
SUBMITTED BY
ALKA BALRAM KSHATRIYA
UNDER THE GUIDANCE OF
Dr. PRATAPSINH CHAUHAN
PROFESSOR, HEAD & DEAN
DEPARATMENT OF BUSINESS MANAGEMENT
(M.B.A. PROGRAMME)
SAURASHTRA UNIVERSITY
RAJKOT 360 005
APRIL -  2012
CERTIFICATE
This is to certify that the thesis titled “A COMPARATIVE ANALYSIS OF
PERFORMANCE APPRAISAL OF MAHILA CO-OPERATIVE BANKS OF
GUJARAT” submitted by ALKA BALRAM KSHATRIYA for the award of Degree of
Doctor of Philosophy in Commerce in the faculty of Commerce is based on research
work carried out by her under my guidance and supervision. To the best of my
knowledge and belief, it has not been submitted for any other degree, diploma or
distinction by either Saurashtra University or any other University.
(DR. PRATAPSINH CHAUHAN)
Research Supervisor
Alka B. Kshatriya
DECLARATION
I declare that the thesis entitled “A COMPARATIVE ANALYSIS OF
PERFORMANCE APPRAISAL OF MAHILA CO-OPERATIVE
BANKS OF GUJARAT” is record of Independent research work carried
out by me under the supervision and guidance of Dr. Pratapsinh Chauhan
Professor Head & Dean, Department of Business Management (M.B.A.
Programme), Saurashtra University, Rajkot. This has not been previously
submitted for the award of any diploma, degree, associatesship or other
similar title.
Alka B. Kshatriya
ACKNOWLEDGEMENTS
I owe a deep gratitude and heartfelt thanks to Dr. Pratapsinh Chauhan Professor, Head &
Dean; Department of Business Management, Saurashtra University, Rajkot who has
guided and encouraged me throughout my this research work. I also express my gratitude
to my revered guide for her unmitigated support, meticulous reviews, in depth inquiries
and advice on this work. It has added immense value to thesis.
I am thankful to Dr. Daksha Pratapsinh Chauhan, Professor, Head & Dean; Department
of Commerce and Business Administration, Rajkot for inspiring and providing me a
valuable guidance in my research work.
I  am  also  obliged  to  Dr.  Sanjay  Bhayani,  Professor,  Department  of  Business
Management, Saurashtra University, Rajkot for giving me a valuable suggestions and
moral boosting.
I express my deep sense of gratitude to all the officers of Mahila Co-operative Banks who
has provided necessary data for my research work.
At last but not the least, I would like to thanks my family; friends and well-wishers who
encouraged and support me for made this research work possible.
Date: 3rd April, 2012
Place: Rajkot Alka B. Kshatriya
CONTENTS
ACKNOWLEDGMENT
CHAPTERS
I. INTRODUCTION
II. CONCEPTUAL FRAMEWORK OF PERFORMANCE APPRAISAL
III. RESEARCH METHODOLOGY
IV. CONCEPTUAL FRAMEWORK OF PROFITABILITY
V.  FINANCIAL PERFORMANCE OF SAMPLE MAHILA COOPERATIVE
BANKS
VI. OPERATIONAL EFFICIENCY OF BANKING INDUSTRY
VII. SUMMARY, FINDINGS AND SUGGESTIONS
BIBLIOGRAPHY
1 
 
 
 
CHAPTER-1 
INTRODUCTION 
1.1 Introduction 
1.2  Origin and history of Commercial Banks 
1.2.1 Origin of Commercial Banks in the World  
1.2.2 Genesis of Commercial Banking in India 
1.2.3 Origin of Urban Co-operative Banks in the World 
1.2.4 Origin of Urban Co-operative Credit in India 
1.3 Definition of Commercial and  Co-operative Banking 
1.3.1 Definition of Co-operative Bank 
1.3.2 The Statutory definition of Urban Co-operative Bank 
1.4  Role of Banking in Economic development 
1.4.1 Mobilization of Deposits 
1.4.2  Credit to Agriculture 
1.4.3  Loans to Industry 
1.4.4 Credit to Weaker Sections 
1.4.5  Rural Development 
1.4.6 Promotion of Entrepreneurship 
1.5 Significance of Urban Co-operative Banks 
1.6 Views of Various Committees on 'the Role of Urban 
Cooperative Banks  
2 
 
 
 
1.7 Growth and Development of Urban Co-operative Banks in India 
1.7.1 Growth Before Independence 
1.7.2 Growth Before 1st March 1966 
1.7.3 Recent Development of Urban Co-operative Banks in India 
(After 1st March 1966) 
 
1.8 Imbalances in the Development of Urban Co-operative Banks 
in India 
 
1.9 Statewise Position of Urban Co-operative Banks in India 
 
1.10  Role of Reserve Bank of India in the Development of Urban 
Co-operative Banks 
1.10.1 Dual Control on Urban Banks  
 
1.11 Some Recent Achievements of RBI Regarding the Urban Co-
operative Banks 
1.11.1  Study Teams/Committees 
1.11.2  Standing Advisory Committee for Urban Co-operative 
Banks 
1.11.3  Relaxation in the Licensing Policy 
1.11.4  Credit Authorization Scheme 
 
3 
 
 
 
 
1.11.5 Credit Guarantee Scheme of Deposits Insurance and 
Credit Guarantee Corporation for Financing Small 
Scale Industrial Units 
1.11.6  Permission to Deal in Foreign Exchange Business 
1.11.7   Rehabilitation programme for Urban Co-operative Banks 
1.11.8  Relaxation in Share Linking to Borrowing 
1.11.9 Interest Rates of Deposits 
1.12 RBI and Refinance Facilities for Financing Sma-Scale 
Industrial Units (S.S.I. Units) 
1.12.1 Refinance from RBI 
1.12.2  Term Loan Refinance from Industrial Development 
Bank of India 
1.12.3  Loans to $tate Governments for Contribution to Share 
Capital 
1.12.4  Advances Against Sensitive Commodities 
1.13 Inclusion of Urban Cooperative Bank in Second Schedule of 
Reserve Bank of India 
1.13.1  The Salient Features of Scheduled Co-operative Banks 
1.14 Licensing of Urban Co-operative Banks 
1.15  Problems of Weak (non-viable) Urban Banks 
1.16  Urban Co-operative Banks and Housing Finance 
1.17  Conclusion 
 
4 
 
CHAPTER-1 
INTRODUCTION 
1.1  INTRODUCTION: 
The banks are the heart of our financial system. They hold the 
deposits of millions of persons, governments, and business units. They 
make funds available through their lending and investing activities to 
borrowers individuals, business firms, and governments. In so doing they 
facilitate both the flow of goods and services from producers to 
consumers and the financial activities of governments. They provide a 
large portion of our medium of exchange, and they are the media through 
which monetary policy is effected. These facts show that the commercial 
banking system of the nation is important to the functioning of our 
economy. 
The banks are the heart of financial structure of economy since 
they have the ability, in co-operation, with the Central Bank of a country, 
to add to the money, supply of the nation and create additional purchasing 
power. Banks' landings, investments and related activities facilitate the 
production, distribution and consumption in the economy. While 
explaining the economic importance of banks Prof Sayers says, 
"The special interests of economists in the activities of banks is due 
to the monetary nature of the deposit liabilities of the banks. Like any 
other business, the activities of banks are direct personal interest to the 
people who use them and to the people who work in them."1 
This chapter deals with the. concept of banking, origin and history 
of commercial and co-operative banks in the world as well as in India. 
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1.2  Origin and History of Commercial Banks: 
The origin and history of commercial banks has been studies into 
two parts: the origin of commercial banks in the world and the beginning 
of commercial banks in India.  
1.2.1 Origin of Commercial Banks in the World:  
There are several views regarding the origin of the word 'bank'. 
The word 'Bank' is German, which means a joint stock fund. According 
to some writers, the word 'Bank' was derived from 'Banco', 'Bancus', 
'Banque', or 'Bane' all of which mean a bench  upon which the early 
bankers, viz, the mediaeval European money lenders and  money 
changers used to display their coins and transact business accross the 
bench in the market place. In the early days when the cheque system was 
not in vogue, the banker's function was considered to be one of borrowing 
and lending it at a profit. The modern conceptions about the banker are, 
however, born out of a variety of  functions he performs and the facilities 
he provides. All the functions are taken into consideration to define 
'Bank'  or 'Banker'. Hart in the 'Law of Banking' says that ' a banker is one 
who, in the ordinary course of his business, receives money which he 
repays by honoring the cheque of the persons from whom or for whose 
account he receives it"2 Thus, there are three ancestors of the present day 
banking the money leaders, merchants and goldsmiths.3 The various 
functions of these three ancestors are performed by the present day 
banking system. A bank collects savings of persons or of a community 
and gives loans out of savings collected to those persons who require the 
loans. In other words, a bank borrows and lends money. In this context, 
Crowther remarks that institutions which are themselves banks, perform 
no other function than this.4 
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Early European Banking was carried on by the Jews who did not 
have  land and who had to keep their possession in a more or less liquid 
state. Deposit Banks and Exchange Banks flourished in the continent of 
Europe. The Banco-di-Rialto was the first public Bank started in the year 
1584, which did business both in the deposit and exchange branches. The 
Bank of Sweden was established in the year 1556, which is known as the 
State Bank of Sweden. Exchange Banks were started in Amsterdam in the 
year  1609 and in Hamburg 1690. That was the period of banking 
development. In the year 1700 to 1812 the system of banking was very 
much developed in Europe and other countries. 
1.2.2 Genesis of Commercial Banking in India: 
Banking is an old business of ancient India. The great law giver, 
Manoo who is said to have fourshied in the second or third century A.D., 
also devotes a section of his work in the context of deposits and pledges. 
In the twelfth century, the Jain Bankers were recorded in the History and 
live famous 'Dilware Temple' in Mount Abu is said to have been built by 
two Jain bankers somewhere between 1197 A.D. and 1247 AD.)5 
In the Moghul period, the indigenous bankers of India were most 
prominent in connection with financing of trade. Aurangzeb, in his reign, 
conferred the title of 'Seth' to the most eminent banker of his time known 
as Manekchand. His family became popular in private banking. The 
Moghul period is said to be distinguished for its system of coinage. The 
coins were of gold, silver and copper. There were Seths, Shroffs, Bauras 
and others as private bankers. 
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Commercial banking is one of our oldest industries. The first bank 
was  organized in 1782 before the adoption of our federal Constitution, 
and many of the banks that were organized in the 1800s are still in 
operation. Commercial banks are the most important type of financial 
institution in  the nation in terms of aggregate assets. Total assets 
approach one trillion dollars, an amount nearly one and a half times larger 
than the combined assets of life insurance companies, savings and loan 
associations, and mutual savings banks. Banks hold nearly 30 percent of 
the net public and private debt of the nation. In terms of employment, 
banking  is one of our largest industries with over one million employees. 
On the basis of credit business, the private bankers called 
Marwaris, Jains, Chettiars in Madras, the Khatris and Aroras in Punjab, 
Multanis in Sind and Vaishyas in all over India. These bankers used to 
take very high rate of interest and the. property of borrowers too, due to 
which indebtedness became a problem before the borrowers and money-
lenders. 
1.2.3  Origin of Urban Co-operative Banks in the World: 
The Urban Co-operative Credit movement originated in Germany 
when Herman Schultza started such societies for the benefit of artisans in 
the cities. Mr. Schulze found a friendly society in 1849 for relief in 
sickness. For provision of credit he founded in his native town the first 
loan society in 1850 and Hog originated Dairy Co-operative Banking for 
the development of dairy enterprise. Dr. Hog's banks improved dairmen's 
life in the rural and sub-urban part of Germany and Schulze model was 
designed to improve the social and economic life of urban part of 
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Germany.  The attractive business of  co-operative banks of Germany 
created an ideal situation for the growth of co-operative banking at an 
international level in the year 1849 to 1890.6 In Italy, the credit of starting 
such  societies goes to Luigi Luzzatti. Encouraged by the success of the 
urban credit institutions in those countries, social workers in India began 
to think in terms of co-operation as a means of bringing succour to the 
middle classess as early as the close of the nineteenth century.7 
 The idea of co-operative bank was first discussed in Great Britain 
in about 1870, and at a conference on banking at Bury. Mr. Ludlow said 
that he saw no reason why there should not be a bank " in a closest 
possible connection with the wholesale society."8 Opinion was sharply 
accepted and the co-operative wholesale society decided in May 1872, to 
undertake the business of banking as a separate department of the C.W.S.. 
The new department was named, "The loan and Deposit Department" a 
title which is retained until 1876. The Banking Department had shown 
very great progress in accumulating resources. During this period, India, 
too, had borrowed the theory and practice of co-operative banking from 
Germany. The first urban credit society saws the light of the day in 1889 
when a mutual aid society was registered at Baroda. 
1.2.4 Origin of Urban Co-operative Credit in India: 
 The last two decades of the ninetieth century were notable for the 
establishment of voluntary organization linked with co-operative methods 
which had the Indian philosophy as the base and the European experience 
for guidance. The Madras Presidency had developed indigenous societies 
known as Nidhis, analogous to the friendly and building societies in 
Britain, while Western India prefered mutual aid societies. 
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As early as in 1883, Sir Henry Stark had advocated the 
introduction of the co-operative credit system in India on the European 
model and after four years, Sir Raymond West renewed the plea. The 
Government of Madras was the first to grasp the possibilities of the co-
operative movement in India and appointed, in 1892, F.H. Nicholson as 
the Special Officer to study the theory and practice of the co-operative 
movement in Europe, with special reference to the organization of co-
operative credit in Germany, and to suggest means for its introduction in 
India. In his two reports issued in 1885 and 1897, he gave exhaustive 
information about the development in Europe, and recommended the 
model of Raiffeisen Societies. His emphasis was, howovur, on the man 
whom they nad discovered 'and not on the system and, therefore, 'Find 
Raiffeisen' was the crux of his advice. 
The Madras Government decided to set up two village banks as an 
experiment; but the Bombay Government was not enthusiastic about his 
recommendations. At the same time the States like U.P., Punjab and 
Bengal started cooperatives societies on the Italian model. Those were 
registered, in the absence of special legislation, either under the Societies 
Registration Act or the Companies Act. 
The first experiment in urban co-operative credit was made in the 
then Baroda State. On February 5, 1889, Prof. Vithal Laxman alias 
Bhausaheb Kavathekar arranged a dinner at his residence in Baroda and 
the party ended with the decision to set up 'Anyonya Sahakari Mandali' 
was the object of promoting thrift and providing relief among 
Maharashtrian residents in Baroda city. The 21 Maharashtrians attending 
the dinner became founder-members on the spot by agreeing to subscribe 
at least Rs. two each month. It was the mutual aid society of subscriber-
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members, its funds were deposited in the Postal Bank, and it had no 
assistance from the Boarda State. Inspired by the experiments in the 
Baroda State,'  such voluntary associations, for the twin purposes, were 
set up in the Bombay presidency by public-spirited men without 
Government assistance. At this juncture, Indian opinion had been 
impressed by the success of small village banks in Germany and Italy.9 
The enactment of Co-operative Credit Societies Act, 1904 
conferred legal status on credit societies and the first urban co-operative 
credit society was registered in 1904 at Conjeevaram in Madras Province. 
Subsequently, the Betegri Co-operative Credit Society in Dharwar district 
in the undivided Bombay Province (now in north Karnataka) and the 
Bangalore city the co-operative credit societies, in the erstwhile Mysore 
State were registered in October 1905 and December 1905 respectively. 
However, the real beginning was after the amendment in 1911, enhancing 
its scope to they formation of non-agricultural credit societies. 
1.3 Definition of Commercial and  Co-Operative Banking: 
Banking is denned in the Indian Banking Companies Act as 
accepting for the purposes of lending or investments of deposits of money 
from the public, repayable on demand or otherwise and withdraw able by 
cheques, drafts, orders or otherwise. A bank is not an office for' 
borrowing' and' lending' money, but it is a manufactory of credit. The 
banker merely is an intermediary between the borrower and the lender, 
who borrows from one party and lends to another, and the difference 
between the terms on which he borrows and those at which he lends form 
the source of his profit.10 
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According to Hart, a banker is one who, in the ordinary course of 
his business honours cheques drawn, upon himself by persons from and 
for whom he receives money in the current account. 
Section 5 (b) of the Indian Banking Regulation Act 1949 says, 
banking means, the accepting, for the purpose of lending or 
investment, of deposit of money from the public repayable on demand or 
otherwise, and withdrawal by cheques, drafts, orders or otherwise. 
The business of the banks can be mainly divided as under 
a) Borrowing 
b) Lending 
c) Agency service, and 
d) General utility services 11 
1.3.1 Definition of Co-operative Bank : 
A co-operative bank is one which performs the above functions, 
cooperative basis. According to Henry Wolff, co-operative king is an 
agency, 
". . . which is in a position to deal with the small man on his oven 
terms accepting the security he has and without drawing on the protection 
of the rich. That agency must not be a channel for pouring charity or 
subsidizing the small man out of the public funds; instead the material 
help must be backed by moral improvement and strengthening the fibre." 
Barou N. has defined the co-operative credit (Bank) association as 
follows : 
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"A voluntary-association of individuals with unrestricted 
membership and collectively owned resources formed by small producers 
or wage-earners, conducted on a democratic basis under joint 
management and for mutual service by accumulating the savings of the 
members and granting them credit on easy terms of interest and 
repayment, surpluses being placed to reserves or distributed between 
depositors, borrowers, and shareholders, the association also using the 
joint responsibility of its members as a security for loans obtained for its 
members from outside source."12 
From the above definitions it is quite clear that a bank must have 
co-operative character and must deal in credit which satisfies all the 
requirements of an ideal credit, discussed above, only then it can be 
called a co-operative bank. 
1.3.2 The Statutory definition of Urban Co-operative Bank : 
For the first time in the banking history a statutory definition of a 
co-operative bank has been laid down. In the Banking Laws (applicable 
to co-operative societies) Act, 1965, defines a 'Primary co-operative 
Bank' as follows: 
'Primary Co-operative Bank' means a co-operative society, other 
than a primary agricultural credit society, 
(i) the primary object or principal business of which is the transaction 
of banking business; 
(ii) the paid-up share capital and reserves of which are not less than 
one lakh of rupees, and 
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(iii) the bye-laws of which do not permit admission of any other co-
operative society as a member. 13 
1.4  Role of Banking in Economic development: 
The importance of commercial banks in the process of economic 
development has been stressed from time to time by economic thinkers 
and progressive bankers. Economic development is a complex process in 
which both private and public sectors have important roles to play. The 
word 'Development' involves merely  economic changes but also social 
and institutional changes in many underdeveloped countries. Economic 
development is a process in economy's real national income increases 
over a period time.14 It calls for new concept of values and new concepts 
of society and government, 
Thus, economic development not only denotes a 'quantitative'  
concept, but also a 'qualitative' one. In this context, banking is the  base 
for economic development. As already stated, economic development 
depends upon the mobilization of resources - men and material-and the 
utilization of resources in a planned way. The banks have created a 
nucleus for the process of economic development as they mobilize the 
savings and promote investment. They are both the repositories of 
community's savings and the purveyors of credit for economic activity. 
They provide to the saver a convenient avenue for investment of surplus 
funds, and to the investors, a source of  finance. The role of banks in 
India can be summarized by taking into consideration the following tasks 
performed by them. 
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1.4.1 Mobilization of Deposits: 
The Indian banking had aided the economic development  during 
the last  60 years and has shown remarkable responsiveness to the needs 
of the planned economy. It has brought about a considerable progress in 
its efforts at deposit mobilization and has taken a number of measures in 
the recent past to accelerate the rate of growth of deposits. To achieve this 
end the commercial and co-operative banks opened a number of branches 
in urban, semi-urban and rural areas and introduced novel schemes to 
attract more deposits. 
1.4.2  Credit to Agriculture: 
Agriculture sector contributes to national income, substantially (42 
per cent), hence, in view of economic development, an investment in 
agriculture is important. Therefore, it is the duty of banks to gather the 
surplus funds that accrue th the agriculture classes and direct them into 
productive investment. 
1.4.3  Loans to Industry: 
To achieve the high growth of economic growth sustained over a 
long period, greater efforts will have to be made to increase industrial 
production. The National Credit Council of India has indicated three 
sectors of investment, i.e., agriculture, small- scale industries and exports. 
1.4.4 Credit to Weaker Sections: 
The success of economic development depends upon essentially on 
the upliftment of the weaker sections in the economy;  Therefore, the 
banks have been asked to cater to the credit needs of artians, self-
employed workers, retail traders and other weaker sections of the 
community. The credit need of such sector is given top-most priority, 
especially after nationalization of commercial banks. 
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1.4.5  Rural Development: 
One of the main tasks in rural areas is to inculcate among people 
the habit of thrift at the same time, they would be persuaded,. encouraged, 
even constrained, to curtail conspicuously extravagant consumption. At 
present, rural deposits constitute, only 13.6 per cent of the total deposits 
of the scheduled commercial banks. The mobilization of deposits in rural 
areas is a significant and vital factor in the economic development of the 
country. 
1.4.6 Promotion of Entrepreneurship: 
Banks also believe in the philosophy of creative banking with 
emphasis on dynamic lending, i.e., lending which will facilitate the 
expansion of production and result in increase in incomes and 
employment, The banks have been promoting exports through a package 
of wide range of services. The small industrial sector has made a 
contribution to the export effort through the bank finance. In addition, the 
banks have involved themselves in financing public food procurement 
agencies.15 
To sum up, the commercial banks play a crucial role in 
accelebrating the tempo of growth in a developing economy. In fact, the 
banks are the mart of the world, the nerve centers of economy  and 
finance of a nation and the barometer of its economic prosperity.16 
1.5 Significance of Urban Co-operative Banks: 
The functional frame of co-operative bank and joint stock bank or 
non-co-operative bank shows absolutely no difference. Both to lend to 
others and cover their expenses and earn a profit out the difference 
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between the cost of their borrowings and the income from their landings. 
To perform these duties, both types of  banks act as reservoir of capital 
whereby savings are mobilized and credit is given to those who are found 
able to show profitable use of loans for the benefit of all. 
However, in the history of our co-operative movement and 
particularly in the field of co-operative banking, urban banks occupy 
strategic position and have played a vital role not only in meeting 
consumption requirements of small men but also in increasing industrial 
production, and in strengthening the base of infrastructural facilities in 
urban and semi-urban areas, by providing the basic key input, i.e., credit. 
The urban banks are basically the institutions of small persons, by the 
small persons and for the small persons. 
1.6 Views of Various Committees on 'the Role of Urban Co-
operative Banks  
The importance of urban co-operative banks was first recognized 
categorically by the Maclagan Committee on Co-operation, in 1915. It 
pointed out that, "Urban Credit Societies might serve a useful purpose in 
training the upper and middle urban classes to understand ordinary 
banking principles.17 
A decade and a half later, the Indian Central Banking Enquiry 
Committee (1931) felt as follows : 
The duty of these urban banks shouldd be to try, to do for the small 
trader, the small merchant and the middle class population what the 
commercial banks are doing for the big trader and big merchant.18 
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Subsequently the Co-operative Planning Committee stated as under 
Joint Stock banks, are not interested in developing business of small 
loans, because the coat of advancing and recovering them is high. 
Further, as joint stock banks are not likely to have under ordinary 
circumstances full and intimate knowledge of the standing and resources 
of persons of moderate means, they will not advance on personal security. 
On the other hand, there are, in urban areas numerous persons of small 
means, like traders, merchants, artisans, factory workers, street hawkers, 
motor and lorry drivers, who resort to money lenders and similar agencies 
for small loans and obtain them at high rates of interests. Co-operative 
banks qualify by establishing personal and intimate relationship with 
people for this class as the most suitable agencies for serving their credit 
needs.19 
The Rural Banking Enquiry Committee (1950), also commented on 
the role that urban co-operative banks could play in providing banking 
facilities. The committee observed that urban banks, which were 
established in many towns in Bombay and Madras, would be able to offer 
facilities both to urban people and to individuals in the nearby rural areas, 
and in view of their relatively low cost of establishment and operation can 
go up to places smaller than the Taluka towns. 
The sub-committee set up by the Small-scale Industries Board  in 
1956 to consider the question of channeling loans to small-scale 
industries through urban co-operative banks observed that "... the supply 
of credit by all existing institutional agencies is not adequate to demand 
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and the proposal for utilization of co-operative urban banks for 
channeling loans to small-scale industries has to be considered."20 
According to the study group on credit co-operatives in the non 
agricultural sector appointed by the Government of India under the 
chairmanship of the late Shri V. P. Varde in 1963, the co-operative banks 
have an important role to play in several including the following: 
(a) First and foremost, they can organic and bring together middle and 
working classes in urban and semi-urban areas.  
(b) The mobilization of savings by urban co-operative banks and the 
consequent drawing of urban resources into the Apex and Central 
Co-operative Banks which are in need of funds to finance the rural, 
industrial, and other functional cooperatives, can contribute to 
general economic development. 
(c) By providing credit on reasonable terms to the middle classes, they 
can rescue them from the exploitation of money-lenders. 
(d) By financing individual industrialists and artisans in urban areas, 
they can make a significant contribution, to industrial development. 
(e)      They can provide intelligent, experienced and active leadership to 
the co-operative movement including the central and the Apex Co-
operatives Banks, which in view of their federal character, draw 
their directors from member-institutions.21 The same opinion was 
also expressed in RBI Report on the survey of urban-co-operative 
banks (1957-58). 
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The banking commission appointed by the Government of  India in 
February 1969 under the chairmanship of Shri R. G. Saraiya has observed 
as follows: 
Urban co-operative banks do useful work in mobilizing deposits 
and financing the sector of small borrowers...Another useful activity is 
financing of house construction and repairs for members of the banks. 
Also, this type of banking provides a useful avenue, for those who have 
the necessary ability to set up a bank.22 
Similarly, the Committee on Problems of Urban Co-operative Banks 
in Maharashtra, appointed by the Government of Maharashtra in December 
1974 under the chairmanship of the late Shri V. M. Joglekar, has 
commented on the performance of urban banks in the following words: 
The performance of urban banks in Maharashtra, taken as a whole, 
is fairly satisfactory. The sustained growth over the years may be traced 
to the devoted and selfless management by non-officials. Not only the 
number of urban banks has increased, but membership, which is a 
measure of peoples' involvement, has also increased. Deposits have gone 
up considerably; the deposits from non-members are more than those of 
the members, which is a positive proof of the fact that the urban banks 
have secured the confidence of the depositing public of urban and semi-
urban areas.23 
The Committee on Urban Co-operative Banks, popularly known as 
'Madhava Das Committee', was appointed by the Reserve Bank of India 
in September 1977; it submitted its report in September 1978. The 
committee has observed that, despite various limitations, urban banks 
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have mobilized substantial local resources and striven to serve small 
borrowers, According to the committee, there is scope and need for the 
development of urban banks in some States. These banks are emiently 
suitable for filling up the credit inadequacies in urban and semi- urban 
areas at comparatively lower cost of operations.24 
The foregoing sections show not only the continuous attempt and 
attention of the Government and the RBI through different committees 
and commissions. on the issue of urban co-operative banks, it also shows 
the degree and direction of change in the co-operative policies in favour 
of urban cooperative banks. Therefore, the urban co-operative banking is 
having dominating position in the banking sector. 
1.7 Growth and Development of Urban Co-operative Banks in India: 
1.7.1 Growth Before Independence: 
While explaining the provisions, of the Co-operative Societies Act 
of 1904, all the urban credit societies including the urban banks were 
described as non-agricultural credit societies. Special encouragement was 
not given by the Government for the organization of non-credit societies. 
They were expected to grow themselves without assistance from the 
State, The Maclagan Committee (1915) recommended the extension of 
co-operation among the non-agricultural classes as a result of which a 
number of urban credit societies started coming into existence. 
During first  half of 19th century there was the bank failure in 
commercial banking sector. The failure of the commercial banks gave 
scope for, the organization of new urban credit societies. "The economic 
depression of 1930s severely affected the agricultural credit societies 
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more than urban credit societies, but the progress of urban societies was 
steady."25 The inter-war period did not affect the urban credit movement 
as adversely as it affected agricultural credit movement. This was 
possible due to the fact that during the depression, the fall in urban 
income was not as steep as in incomes. Another factor responsible for 
stability of movement  urban areas was the comparatively high standard 
of managerial efficiency available in urban areas. The Second World War 
provided a great stimulus to the urban credit movement. It attracted large 
membership and deposits on account of the rise in money income.26 
Upon the year 1938 all the urban cooperative banks included in the 
list of the non-agricultural credit societies. There was no difference 
between an urban co-oprative society and urban  co-operative bank. An 
urban credit society having Rs. 20,000 as working capital and if it 
maintains fluid resources according to standard fixed by the Registrar, 
was designated as urban bank in Madras, while in Bombay an urban 
credit society could be styled as an urban bank upto 1938, if it had Rs. 
50,000 as working capital. But since 1938, it was only those urban credit 
societies which did banking business as defined by Section 277(b) of the 
Indian Companies Act, then in force and had a paid-up share capital of 
not less than Rs. 20,000, that were allowed to call as banks. The criteria 
of defining the urban banks in each state was different, because of which 
the data on urban co-operative banks was not available on an all India 
basis. Prior to 1948-49/ the data on all India basis were presented in the 
Review of Cooperative Movement in India-, published by the Reserve 
Bank of  India. Even these data suffer from various limitations as no 
uniform definition of  an urban bank was adopted by different states.27  
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1.7.2 Growth Before 1st March 1966: 
The extension of certain provisions of RBI Act, 1934 and Banking 
Regulation Act 1949 to co-operative banks from 1st March, 1966, 
necessitated classification of growth of urban cooperative banks broadly 
into two periods: 
1. Before 1st March 1966 , 
2. After 1st March 1966.  
 Growth Before 1st March 1966: 
 The growth and progress of urban banks before the 1st March 1966 
is shown in table 1.1 
Table 1.1: Growth of Mahila co-operative banks before the 1st of 
March 1966 (Rs. In crore) 
Sr. 
No. 
Particulars 1948-49 1955-66 Percentage 
over 1948-49 
1. No. of urban banks 815 936 14.84 
2. Membership ( in '000 ) 535 2.814 236.06 
3. Owned Funds (Rs.) 4 18.91 372.75 
4. Deposits 17 76 347.06 
5. Working capital 22   
6. Loans outstanding 100.61 357.31  
7. Overdues 1 5.51 N.C. 
8. Percentage overdues to 
loans outstanding 
8.33 8.22 N.C. 
Source: Nineth Indian co-operative congres, NCUI Background papers, 1982.  
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It would be seen from the above table that: 
1. The number of banks has increased by 14.84 per cent from 1948-49 
to 1965-66. The number of  banks has gone up from 815 in 1948-
49 to 936 in 1965-66. 
2. The membership has increased by 236.06 per cent during the above 
period. 
3. The owned funds, deposits and working capital increased nearly 
four-fold 
4. The loans outstanding also increased by 4.58 times. 
5. Though the overdues increased from 1 crore to 5.5 crores, the 
percentage of overdues to loans outstanding declined from 8.33 per 
cent 8.22 percent. 
The above figures show that the urban co-operative bank were 
marching on the right path of development by serving the credit needs of 
urban people. 
1.7.3 Recent Development of Urban Co-operative Banks in India 
(After 1st March 1966) 
 We are concentrating our attention on the development of urban 
co-operative banks which have occurred since 1967-68 to 1987-88. Since 
the implementation of Banking Regulation Act 1949, the urban banks 
have grown rapidly. In order to push the rate of development of the 
economic activities, the Central and the State Governments have taken 
the co-operatives as one of the instruments of economic development. An 
attempt is being made at discerning the trend of growth of urban co-
operative banks by applying the selected indicators that have been used 
for the analysis for the preceding period. 
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We shall first take the quantitative growth of urban banks in terms 
of the number of banks. The overall trend (Table 1.2) the urban banks 
seems to have been increasing from 1967-68 onwards. During one and a 
half decades (1968 to 1983), the number of banks increased from 1127 to 
1281. In the latest five-year period (1984 to 1988), the number of urban 
banks reveals the fast trend of growth, but the percentage growth of the 
banks over each previous year seems to be declining, i.e., in the year 
1983-84, the number of banks increased by 2.26 percent over the 
preceding year, 1982-83; each year the growth has slowed down a little 
less than one per cent (0.88 per cent) in the year 1987-88, over the 
preceding year of 1986-97. However, during these five years, the number 
of urban banks has increased, by on an average, 4.65 per cent. 
The membership of urban cooperative banks also reveals the 
increasing trend of growth during the first 15 years. The membership of 
urban banks increased from 27.14 lakhs (1967-68) to 79.87 lakhs (1982-
83). During the recent five-year period (1983 to 1988) the membership 
increased from 85.35 lakhs to 113.72 lakhs. The growth rate calculated in 
simple percentage seems to have fluctuated year after year. In the years 
1984-85 and 1986-87 the  membership seems to have received spurt over 
the immediate preceding year. The percentage increase works out to be 
13.27 and 14.05 in those respective years. However, the short run annual 
growth works out to be 7.45. This indicates that people have shown and 
interest to become the members of urban co-operative banks and to carry 
out their economic activities with the help of urban co-operative banks. 
The increasing membership could be attributed to the development of 
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banking habits resulting from theoverall economic development in the 
country. Despite this, one could notice that the co-operative banking 
sector professes to be democratic and the membership is open to all. 
The owned funds of the urban co-operative banks show greater 
increasing trend. The owned funds recorded an increase by Rs. 27.70 
crores in 1967-68 to Rs. 161.44 crores in 1982-83. This increase may be 
taken as a pointer to the increase in paid-up share capital consequent upon 
the increasing membership and the banks' improving profit earning 
capacity. If we study the recent growth of owned funds, it also shows that 
the owned funds have recorded a further spurt, i.e., the simple average 
growth rates worked out for each year (1983-84 to 1987- 88), are 17.95 
per cent, 16.24 per cent, 3.13 per cent, 19.42 per cent and 0.15 per cent 
over their respective preceding ones. The overall  average growth rate per 
annum works out to be 11.37 per cent. From the above analyses, we 
notice that the banks are particular about generating their internal 
resources. 
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The operational efficiency of the banking sector depends upon the 
extent to which it can mobilize the surpluses of the public by way of 
deposit mobilization. The lending activities are also dependent upon the 
deposit mobilization. The deposits can be mobilized from their members 
as well as from the non-members. The growth of deposits during 1967-68 
to 1982-83 and 1983-84 to 1987- 88 shows an increasing trend. The per 
annum average growth in deposits was 17.04 per cent during the recent 
years. The progress in the deposit mobilization could be attributed to the 
close intimacy between the board of directors and the members. 
Moreover, the urban banks have the statutory permission to give one per 
cent higher rate of interest on deposits than the public and private sector 
banks. 
The working capital of the urban banks has increased from Rs. 
143.99 crores to Rs. 2,935.64 crores between 1967-68 and 1982-83. If we 
study the growth of working capital from 1983-84 to 1987-88, it shows 
that except the year 1985-86, there was steady increase in working 
capital. The annual average growth rate works out to be 19.15 per cent. 
Due to the increase in membership, owned funds and deposits, there was 
remarkable progress in the working capital of urban co-operative banks. 
The amount of loans outstanding went to Rs, 92.84 crores in 1967-
68 to' 1,802 crores (18.04 times) in 1982-83. If we study the recent years' 
growth, it will be observed that, on an average, loans outstanding have 
increased by 20.45 per cent per annum. 
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The percentage of overdues to total loans outstanding has increased 
by 102.21 per cent during the 5 years. However, this was less than the 
growth in loans outstanding i.e., 116.73 per cent. This shows that the 
percentage growth in overdues over the five  years was less than the 
growth in loans outstanding which shows an improvement in recovery 
measures. The reasons behind this healthy growth might be the ability of 
banks to provide the timely, useful and better services to its customers. In 
short, the overall progress of urban banks in respect of number of banks, 
their membership, deposits, loans outstanding, etc. seems steady and 
satisfactory. 
1.8 Imbalances in the Development of Urban Co-operative Banks 
in India : 
Despite the satisfactory growth of urban co-operative banks, 
certain regional imbalances seem to have occurred over the period under 
study. The urban banks were concentrated in States like Maharashtra, 
Gujarat, West Bengal, Andhra Pradesh, Karntaka and Tamil Nadu. Many 
committees and reports have pointed out the imbalances. The Sixth 
Indian Co-operative Congress said that, 
The development of existing urban banks is uneven, the States like 
Maharashtra, Gujarat, Madras, Andhra, Mysore and Madhya Pradesh 
have made progress in the development of urban banks. In certain large 
regions including states like U.P., the progress of urban banks was 
insignificant.28 
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There are various socio-economic and political reasons for the 
unbalances in the growth of urban banks. One general cause is the 
economically advanced States are able to develop the co-operative sector. 
The leadership and official support were also responsible for the 
imbalances. Whenever the industrial development had taken place, the 
urban banks had grown rapidly. The Reserve Bank Survey on urban co-
operative banks pointed out that the high level of development of urban 
co-operative banks in some States appears to be the result of the efforts 
and services of enthusiastic and capable non-officials in these States.29 
The non-official leadership was the main factor which made Gujarat to 
stand in the forefront of other States as far as the development of urban 
banks was concerned.30 
1.9 Statewise Position of Urban Co-operative Banks in India : 
Table 1.3 gives a comparative picture of urban co-operative' banks 
in India. The table reveals the following facts in respect of uneven 
development of urban banks : 
1) The State of Gujarat had emerged as one of the leading States in 
respect of urban co-operative banks among all the States of the 
Indian Union., 
2) The six States, viz., Maharashtra, Gujarat, Karnataka, Tamil Nadu, 
Kerala and Andhra Pradesh, account , for 82.71 per cent of the total 
number of banks in  India, 82.52 per cent of membership, 92.06 per 
cent of the total deposits and 94.73 per cent of the loans, advanced 
during the year. The data show that the share of the remaining 26 
States and Union territories was negligible. 
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3) As regards the per bank average deposit, Maharashtra ranks the 
first followed by Gujarat and Kerala. 
The readers must have already noticed that if we exclude the 
development of urban  banks in 6 States, the development made by all 
other States accounts for very low share. Therefore, there is a need for the 
removal of the regional imbalances in the development of urban co-
operative banks. The Reserve Bank of India, National Federation of  
urban Co-operative Banks, and credit Societies, The State Urban Co-
operative Banks' Federation should take special efforts. An 'area 
planning" should be implemented in the uncovered regions of the 
country. The RBI should liberalize its licensing policy and relax share 
capital requirement while registering such banks. 
1.10  Role of Reserve Bank of India in the Development of Urban 
Co-operative Banks : 
Since the passage of Banking Regulation Act (1949), the RBI 
regulates all the banking activities of the urban co-operative banks. The 
RBI is vested with the responsibility of controlling the credit creation by 
the urban co-operatives and as such it has opened a separate Co-operative 
Banking Cell to monitor the growth of primary co-operatives and grant 
the refinance facilities to certain co-operative banks. This Department is 
responsible for licensing of the new banks and branches, sanction of 
credit limits to urban co-operative banks; it also conducts the statutory 
inspection. 
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1.10.1 Dual Control on Urban Banks : 
The day to day working and business of urban co-operative banks 
is controlled by the RBI and the Co-operative Department. Before 1966, 
the urban banks were only governed by the Co-operative Department, but 
since the 1st of March 1966. when the Banking Regulation Act, 1949 was 
applied to Co-operative Banks, the entire business of urban co-operative 
banks was brought under the dual control exercised by two different 
agencies. 
Generally, the banking activities such as deposits, rate of interests, 
loan limit, investment of funds, mortgage, duration of loan, loan 
repayment, maximum limit of credit, cash credit limit, cash reserves and 
liquidity ratio and overall inspection is governed by the RBI While the 
registration, amendment of bye- laws, membership, facilities to members, 
distribution of profit, settlement of disputes is administered by the Co-
operative Department of the State, RBI is having the 'Urban Credit 
Department' headed by the Chief Officer, while the State Government 
governs the activities co-operative banks through their registrar of co-
operative societies. The registration of a new nank is approved by both 
the Reserve Bank and the Co-operative Department. The RBI has also 
laid down the model bye-laws to the co-operative banks, and hence the 
registration and administration is governed by the two authorities. In this 
way, the urban banks are facing the two authorities. 
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1.11 Some Recent Achievements of RBI Regarding the Urban Co-
operative Banks: 
1.11.1 Study Teams/Committees: 
The committee set up to examine the issues raised by the National 
Federation of Urban Co-operative Banks and Credit-Societies, submitted 
its report in February 1987. Almost all the recommendations of the 
committee have been accepted and a necessary follow-up action was 
taken by RBI. A significant outcome of .these recommendations was the 
decision to accord schedule bank status to selected urban co-operative 
banks. The Government of India had issued an order for publishing the 
notification in the official Gazette in which 11 banks were accorded the 
status of scheduled banks. Other recommendations were relating to 
relaxation in the norms for reckoning of advances towards priority sector, 
weaker sections, enhancement of ceiling on housing loans by urban co-
operative banks, increase in maximum limit on advances of certain 
categories, etc. . 
1.11.2  Standing Advisory Committee for Urban Co-operative 
Banks : 
On the recommendations of the National Federation of Urban 
Banks and Credit Societies, the RBI has established the Standing 
Advisory Committee to look into the matters of urban co- operative banks 
in the. country. Accordingly, the seventh meeting of the Standing 
Advisory Committee for urban co-operative banks, rationalization of 
recruitment procedures, desirability of conducting the audit of urban co-
operative banks by Chartered Accountants, supersession of board of 
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directors, administration and progress in the rehabilitation of weak banks. 
The committee is helping to solve the day-to-day issues of urban co-
operative banks. 
1.11.3 Relaxation in the Licensing Policy: 
In pursuance of the suggestions made by the Standing Advisory 
Committee for urban co-operative banks, the Reserve Bank of India has 
relaxed the norms relating to area of operations of new urban co-
operative banks so as to facilitate inclusion of the peripheral area in the 
immediate vicinity of an urban town/city irrespective of its being part of 
an urban agglomeration or not. Similarly, other urban/semi-urban centers 
in close proximity of the headquarters of the proposed bank may be 
included in its area of operations provided that no urban co-operative 
banking facilities are available at such centers and inclusion of the area is 
considered necessary to ensure viability of the bank. Concessions 
regarding the area of operations would also be extended in deserving 
cases to banks organized in areas inhabited predominantly by scheduled 
castes/tribes or other weaker sections or for the benefit of women. 
However the urban banks are not allowed to function in rural areas in 
view of the existence of co-operative credit institutions there. 
1.11.4 Credit Authorization Scheme: 
According this scheme, the urban co-operative banks are allowed 
to finance the certain co-operative institutions which are engaged in 
public interest at large. During 1987-88, 54 proposals from 24 urban co-
operative banks for an aggregate amount Of Rs, 40 crores , seeking 
Reserve Bank's approval were received. Further, 5 urban in maharashtra 
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were allowed to participate in consortium to the Gujarat State Co-
operative Housing Federatin procurement of cotton under the Monopoly 
Cotton Procurement scheme of the Government of Gujarat. Similarly, 
two urban  banks were authorized to renew the credit, facility to the 
above marketing federation. 
1.11.5 Credit Guarantee Scheme of Deposits Insurance and Credit 
Guarantee Corporation for Financing Small Scale Industrial 
Units: 
The total number of urban banks covered by the credit guarantee 
scheme of Deposit Insurance and Credit Guarantee Corporation for 
financing SSI increased from 500 as at the end of June 1984. The increase in 
the number was due mainly to the inclusion of 47 co-operative banks 
including the newly organized urban banks which were granted licences to 
commence/carry on banking business. Besides, 6 more unlicensed urban 
banks were recommended by the Reserve Bank to the DICGC for inclusion 
in the list of eligible credit institutions for availing themselves of the small 
loans (SSI) Guarantee Scheme, 1981. However, one bank was deleted from 
the list of eligible institutions following cancellation of its licence.  
1.11.6 Permission to Deal in Foreign Exchange Business : 
There were two urban co-operative banks, viz., Bombay Mercantile 
Co-operative Bank Ltd. and Saraswat Co-operative Bank Ltd., authorised 
to deal in foreign exchange at the end of June 1988. It has been decided, 
in principle, to grant permission for opening non-resident Rupees 
(external)/(ordinary) Accounts to the urban co-operative banks on a 
selective basis. 
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1.11.7 Rehabilitation programme for Urban Co-operative Banks: 
The Standing Advisory Committee (SAC) for urban co-operative 
banks viewed, with concern, the deteriorating level of operational 
efficiency in the urban co-operative banks in general as if reflected in the 
increasing number of banks identified as weak banks requiring 
rehabilitation. The committee has suggested that positive steps should be 
taken including drawing up of time bound rehabilitation programme to 
bring about a rapid imporvement in the urban co-operative banks.31 
1.11.8 Relaxation in Share Linking to Borrowing: 
The RBI effected certain relaxations in the norms for linking of 
share-holding to borrowings in the cases of certain categories of bigger 
banks. The registrars of co-operative societies were advised to reduce 
share linking of one per cent to borrowings in the case of secured loans 
provided by the UCBs with paid-up share capital and reserves of rupees 
one crore and above subject to certain conditions like fixation of 
maximum borrowing power at 25 times of the owned funds, adequate 
provision for bad and doubtful debts, overdues not to exceed 20 per cent 
of outstanding loans and advances, etc. of such banks. 
1.11.9 Interest Rates of Deposits: 
 The Reserve Bank has revised the interest rates on term deposits of 
primary co-operative banks from time to time. The rates of interest on 
deposits fixed by the Reserve Bank of India, from 4 April 1988, are given 
in Table 1.4 
36 
 
Table 1.4 : Interest rates on Deposits applicable to Scheduled 
Commercial banks as well as to Mahila co-operative 
banks (per cent per annum) 
Sr. 
No. 
Particulars of Accounts/ Terms Effective from 4th 
April, 1988 
1. Current Accounts Nil 
2. Savings accounts 3.00 
3. Term Deposits: 3.00 
 a. 15 days to 45 days 4.00 
 b. 46 days to 90 days 8.00 
 c. 91 days and above but less than 1 year 9.00 
 d. 1 year & above but less than 2 years 10.00 
 e. 2 years and above 10.00 
Source: RBI report on currency and finance 1987-88 Vol. I.P.140 
However, the primary co-operative banks may at their discretion, 
allow additional interest on all term and savings upto 1 per cent over and 
above the prescribed rates, with a view to attract the deposits. 
1.12  RBI and Refinance Facilities for Financing Sma-Scale 
Industrial Units (S.S.I. Units): 
1.12.1 Refinance from RBI: 
The policy governing refinance assistance from the Reserve Bank 
for financing SSI units has been modified. In terms of the modified 
policy, the concessional refinance at 2.5 per cent below the Bank rate to 
the co-operative banks for lending to new SSI units or those which were 
in existence/under production for not more than seven years to meet their 
genuine credit needs. The concessional refinance from the Reserve Bank 
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may be utilized by the urban co-operative banks for lending to small and 
tiny units en joying credit limits upto Rs. 2 lakhs from all sources 
irrespective of the period of their existence/production. The refinance 
facility under the scheme, will be available only to banks which are in 
submission of the statutory and other returns to the Reserve Bank.  
1.12.2 Term Loan Refinance from Industrial Development Bank of 
India: 
The Industrial Development Bank of India (IDBI) has been 
extending, since August 1983, term loan facilities under refinance scheme 
to the secondary co-operative banks on behalf the central and primary co-
operative banks in its States viz., Andhra Pradesh, Maharashtra, Punjab, 
Tamil Nadu, Uttar Pradesh, West Bengal to enable them to give term loan 
to meet the  capital requirements of SSI units. The term credit facility of 
IDBI was restricted to the urban co-operative banks falling with either. 
'A'  or 'B'  category under the latest statutory audit classification and 
which were  also approved institutions for the purpose of availing of the 
guarantee cover from DICGC. 
1.12.3 Loans to $tate Governments for Contribution to Share 
Capital: 
With a view to enabling the urban co-operative banks provide loans 
to SSI units, NABARD has agreed to continue present arrangements of 
sanctioning loans  to the State Governments for contributing to the share 
capital of urban co-operative banks. 
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1.12.4 Advances Against Sensitive Commodities: 
With a view to curbing the rising trend in prices of cotton paddy, 
rice, oil seeds, turmeric as well as spices, chillies, etc. primary co-
operative banks were advised to exercise greater caution while granting 
advances against these commodities. The level of credit sanctioned to a 
single borrower against the security of cotton textiles etc., were revised 
from Rs. 1 lakh to Rs. 4 lakhs. Within these aggregate levels, banks were 
permitted to grant at their, discretion, to single borrower, advances 
against book debts arising out of sale of the said commodities (i.e., cotton 
textiles, etc.) and outstanding for a period not more than 60 days upto Rs. 
2 lakhs subject to certain conditions. In regard to advances against other 
sensitive commodities, the aggregate level of credit sanctioned to single 
borrower has been revised from Rs. 1 lakh to 2 lakhs advances granted by 
way of purchase or against the security of demand documentary bills 
covering the sensitive commodities have been totally exempted from the 
purview of the directive. 
1.13 Inclusion of Urban Cooperative Bank in Second Schedule of 
Reserve Bank of India : 
One of the demands at every conference/seminar of urban 
cooperative banks, be that at district level, State level or all India. 1eval has 
been a passing of unanimous resolution requesting for the declaration of 
urban banks as Scheduled Banks. The main reason for such a demand has 
been although many of the share-. holders of such urban banks are 
associated with one or the other public Trust as its Trustees, members of the 
Local Bodies, etc. they could not keep any of their funds in the urban banks. 
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Similarly, iber of shareholders of the urban banks who were dealing with 
Government undertakings, public sector corporations, etc. including Indian 
Oil Corporation, Hindustan Steel and some of the rate bodies such as Ceat 
Tyres Ltd., etc. were refusing to the cheques/pay-slips issued/drawn on 
urban cooperative banks, as they were non-scheduled banks. 
By a notification dated 18 August 1988, issued by the RB1 the 
following eleven banks, which had Time and Demand Liabilities of Rs. 
50 crores and above were notified for inclusion in the second schedule to 
the Reserve Bank of India Act, 1934. 
1.       Bombay Mercantile Co-operative Bank Ltd., Bombay 
2.  Saraswat Co-operative Bank Ltd., Bombay 
3. Abhyudaya Co-operative Bank Ltd., Bombay 
4.  Development Co-operative Bank Ltd., Bombay 
5.  Janata Sahakari Bank Ltd., Pune 
6.  Shamrao Vithal Co-operative Bank Ltd., Bombay 
7.  Rajkot Nagarik Sahakari Bank Ltd., Rajkot 
8.       Kalupur Commercial Co-operative Bank Ltd., Ahmedabad .       
9.  Surat Peoples' Co-operative Bank Ltd., Surat 
10.  Sangli Urban Co-operative Bank Ltd., Sangli 
11.  Pune Co-operative Bank Ltd., Pune. 
The effective date for becoming scheduled banks was 1 September 
1988. One can regard the said date as red letter day in the history of urban 
co-operative banking movement. It is heartening to note that the said 
achievement has coincided with the celebration of 100 years of Co-
operative Banking Movement in the country. The salient features of 
inclusion of urban banks in the Second Schedule are as under : 
40 
 
1.13.1 The Salient Features of Scheduled Co-operative Banks : 
(a) The conferment of Scheduled Status on the bank would project its 
image amongst general public; 
(b)      The bank would be eligible for refinance facilites from the Reserve 
Bank of India and Industrial Development Bank of India directly 
instead of through State Cooperative Bank. This should help the 
bank in enlarging the industrial loan partfolio. 
(c) The bank can avail itself of the Reserve Bank of India remittance 
facilities scheme. 
(d)      The bank will be in a position to accept deposits from local bodies, 
quasi-government organizations and religious and charitable 
institutions. 
(e) The bank can issue guarantees to State and Central Government 
Departments in favour of its clients. It  can also issue cheques/pay 
orders for settlement of dues of the clients of the bank in favour of 
Public Sector Organizations. 
 Although the big urban banks have been declared as Scheduled 
Banks, yet it may not be able to get the recognition of such banks by all 
the public sector undertakings/corporations, etc.. Earlier, rules of all the 
undertakings were recognizing Scheduled Banks as approved institutions 
for all banking transactions. Now rules of many of these undertakings 
have been amended notifying only the Nationalized Banks as approved 
banks. Hence, there is a doubt as to how far the scheduling will benefit 
the urban banks. Knowing the deficiency, there is a demand by the Urban 
Banks to lower the cut off line in terms of Time and Demand Liabilities 
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to Rs. 10 crores for being eligible to be included in the Second Schedule 
in which case over 100 co-operative banks will get the status of 
Scheduled Banks.32 
1.14 Licensing of Urban Co-operative Banks: 
A co-operative bank desiring to have a licence its under Section 22 
of the Banking Regulation Act should submit application in duplicate to 
the regional office of the Urban Co-operative Department of the Reserve 
Bank of India in the specified forms. 
The total number of banks having RBI licenses as on 30th June 
1983 was 341 (27.47 per cent) out of 1,281 urban banks in the country. 
Table 1.5 reveals that the number of licensed banks has increased in 
recent years. The number of licensed primary cooperative banks 
increased from 845 at the end of June 1987 to 964 at the end of June 
1988, reflecting the appreciable rise. Taking into consideration the past 
three to four years, the number of licensed banks has doubled. Presently 
about 70 per cent of the total banks are licensed. The table also reveals 
that the number of licences issued to new banks as well as for opening of 
new branches has gone up considerably. Due to the separate 'Urban 
Banking Department' (1984) and the efforts made by the National 
Federation of Urban Co-operative Banks the Reserve Bank of India 
issued the licenses to the deserving banks. 
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Table 1.5 : Licenses issued to urban co-operative banks during  
1982-88 
Sr. 
No. 
Particulars 1982-83 1983-84 1984-85 1985-86 1986-87 1987-88 
1 2 3 4 5 6 7 8 
1 No. of Banks 1281 1310 1331 1346 1359 1371 
2 Licences issued to 
carry on banking 
business during the 
year 
35 52 32 33 384 120 
3 Nos. of licensed 
banks at the end of 
the year 
341 
(27.47) 
393 
(30.00) 
428 
(32.15) 
461 
(34.24) 
845 
(60.70) 
964 
(70.31) 
4 Licenses issued for 
opening new offices  78 156 200 63 NA 223 
  
Source : RBI Report on Currency and Finance (Bombay), 1982-83to 1987-88.  
N.B :    Figures in brackets show the percentage of licensed banks out of total 
banks. 
1.15 Problems of Weak (non-viable) Urban Banks : 
When the Banking Regulation Act (1949) was extended to co-
operative societies, hardly 48 banks (10.12 per cent) obtained the licences 
from the RBI. Centain studies conducted by the RBI revealed that societies 
which were being registered by the State Co-operative Department used to 
keep deliberately the level of  share capital slightly less than Rs. 1 lakh, so 
that they coul commence banking business without obtaining a licence 
from RBI. But later on the RBI issued the orders to all the Registrars of 
States indicating that they might not register an urban bank unless the 
initial share capital collected was at least Rs. 1 lakh. 
The objective of this advise was to ensure that new banks need not 
commence banking business without obtaining licence from the RBI. 
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Afterwards the RBI decided that all the urban co-operative banks should 
have a minimum of Rs. 3 lakh share capital and reserves at the time of 
commencement and every cooperative society intending to do banking 
business must obtain a licence from the bank. As a result of this, out of 
1,346 urban cooperative banks as on 30 June 1986, 309 banks were weak 
or "unviable. Table 1.6 shows the State wise position of non-viable 
(weak) banks.33 
A primary co-operative bank is classified as weak when its owned 
funds have been eroded to the extent of 25 per cent or more by the 
unprovided for bad and doubtful debts. Other bad assets and accumulated 
losses or the bank's overdue as at the end of the preceding co-operative 
year exceeds 50 per cent of the total loans outstanding. The bank should, 
however, be either viable or potentially viable, i.e., had reached 66.6 
percent of the norms prescribed for viability and has reasonable prospects 
of becoming viable within period of 3 to 5 years and should not have 
failed to comply with the provisions of Section 11 of the Banking 
Regulation Act, 1949. 
The banks which have failed to satisfy minimum share capital 
requirements as provided under Section 11(1) of the Banking regulation 
Act, and/or do not comply with Section 22(3)(a) of the Banking 
Regulation Act are also classified as weak. 
If we observe the Statewise position of non-viable banks, it will be 
found (Table 1.6) that the total number of urban co-operative banks as on 
30 June 1986 was 1,346 out of which 309 (22.96 per cent) of  banks were 
non-viable. This is not a satisfactory picture. The highest percentage of 
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non-viable banks was in the States   of Meghalaya, Tripura, Manipur, 
Madhya Pradesh, Andhra Pradesh, Karnataka, Punjab, West Bengal, 
Delhi and Himachal Pradesh. In these States the percentage of non-viable 
banks was from 25 to 100, while the lowest percentage of non-viable 
banks was in the States of Gujarat, Kerala, Maharashtra, Tamil Nadu, 
Orissa and Rajasthan. In these States the percentage of non-viable banks 
was from 12 to 21 per cent. The table also shows that the States which 
were having highest number of urban co-operative banks were having 
lowest number of non-viable banks. Due to the low business operations 
and low managerial efficiency, the number of non- viable banks has 
increased in the States mentioned above. As on 30 June 1988 about 93 
banks' elected boards of Directors have been superseded and they were 
managed either by Departmental officers or persons from Government/ 
Apex Bank, which is not healthy to the banks. 
The RBI has undertaken the rehabilitation programme of 109 weak 
urban co-operative banks out of 309 non-viable banks. This banks which 
will not improve their financial position during 3 to 5 years will be 
treated as banks beyond redemption and will be merged with or handed 
over to other good banks or will be liquidated. 
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Table 1.6 
Statewise position of non-viable banks as on 30 June, 1986 
Sr. 
No. 
Name of the State Number of 
Banks 
Nonviability as 
per new norms 
Percentage 
 
1. Assam 3 - - 
2. Andhra Pradesh 61 27 44.26 
3. Gujarat 309 36 11.65 
4. Haryana 4 2 50.00 
5. Himachal Pradesh 4 1 25.00 
6. Karnataka  216 93 43.05 
7. Kerala 59 8 13.55 
8. Madhya Pradesh  37 17 45.94 
9. Maharashtra 376 56 14.89 
10. Manipur 5 3 60.00 
11. Meghalaya 2 2 100.00 
12. Orissa 10 2 20.00 
13. Punjab 5 2 40.00 
14. Rajasthan 19 4 21.00 
15. Tamil Nadu 138 22 15.94 
16. Tripura 1 1 100.00 
17. Uttar pradesh 25 9 36.00 
18. West Bengal 49 17 34.69 
19. Delhi 17 6 35.29 
20. Goa 5 1 20.00 
21. Pondicherry 1 - - 
 Total 1,346 309 22.96 
Source: Inter-state Yearbook of Urban co-operative Banks (IYUCOB)  
Editor: Desai Arun (1986-87), Pune 
1.16 Urban Co-operative Banks and Housing Finance : 
The role of urban co-operative banks in providing finance for 
housing to individuals as well as housing schemes has been examined by 
the RBI from time to time. The revised guidelines for financing of 
housing schemes by urban banks were issued by the RBI in April 1989. 
The details of finances to housing are as under : 
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The maximum quantum of loan to an individual borrower 
belonging to economically weaker section, lower income group and 
middle income group for housing purpose will be 1 lakh, subject to 80 per 
cent of the value of the construction cost. Individuals belonging to higher 
income group may be financed by Scheduled primary (urban) Co-
operative banks. The limit for such advances will be Rs. 3 lakhs. For 
repairs, additions and alterations the maximum amount of loan per 
individual borrower will be Rs. 30,000. Such loans will be repayable 
within a period of 15 years. The rate of interest per annum will depend 
upon the amount of loan. The rate of interest will be charged from 12.5 
per cent. A urban cooperative bank can, however, utilize only of the 10 
per cent of its total deposit or 25 per cent of its net disposable long term 
resources, whichever is more. Schemes eligible for finance were various 
social welfare projects, like slum clearance schemes, hostels for SC/ST 
students, schemes under publichealth programme, shopping centres/ 
market or part of housing projects, etc.. The finance to the institutions 
like housing boards, local bodies, etc., wass srestricted to not exceeding 
40 per cent of the cost of project. But the provisions of housing loans by 
the urban banks were having several practical difficulties. Many of the 
urban banks except a few in Bombay and Ahmedabad, did not have 
adequate resources for providing housing loans. The long term resources 
abailable for lending were meagre. The rurling rate of houses in big cities 
was so high that could hardly acuire a flat of about 250 to 300 sq.ft. even 
for Rs. 1 lakh. Therefore, these small rsources cannot make any serious 
dent into the position. Similarly, the loans of more than 1 lakh can only 
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be given by the Scheduled Co-operative Banks, which are few in number, 
i.e., 11. There are several other practical difficulties. Being a long term 
investment, thorough investigations into the title and encumberances is 
essential before a housing loan is given. The urban banks do not have the 
expertise in this regard. 
It would be necessary for banks to have adequate technical 
personnel to scrutinize the plans and estimates and to supervise the 
construction of the houses. Most of the urban banks were not able to have 
such technical personnel on a regular basis, as the loans for this purpose 
would be small and few. 
In the circumstances stated above, most of the banks have not been 
able to make sizable advances for housing purposes. The urban bank can 
only'assist the houssing socities or the individuals by financing for major 
repairs of the buildings. Instead of providing loans to individual from 
their own resources, it would be more advantageous if they provide this 
assistance on behalf of the National Housing Bank, HUDCO, HFC etc. 
1.17 Conclusion 
The urban co-operative banking movement in India, which had its 
origin in the year 1889, has shown significant progress. The growth of the 
movement is marked by two landmarks, one extension of Banking 
Regulation ACT, 1949 to the Co-operative Banks in 1949 to the Co-
operative Banks in 1966 and the other, the appointment of the committee 
of Urban Co-operative Banks (Madhavdas Committee) in 1978. The 
extension of BRA paved the way for the healthy growth of the movement 
bringing about the needed financial discipline and control. If we study the 
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growth of urban co-operative banks in respect of number of banks, 
membership, deposits, loans outstanding etc., it will be seen that the 
progress of urban banks was praiseworthy. However, there is imbalance 
in the development of the banks. If the present trends of growth are main-
tained by the urban banks, one can expect that the weaker sections of the 
people, who are their main clientele, will be benefitted much. Thus, the 
banks are poised to play an important and effective role in achieving the 
objects of economic plan. 
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CHAPTER-2 
CONCEPTUAL FRAMEWORK OF PERFORMANCE APPRAISAL 
2.1 Introduction: 
Before going thorugh the performance of banks, concept of 
performance should be cleared. Theoretical concept of performance, its 
importance, concept of financial analysis, concept of liquidity, concept of 
productivity, concept and measurement of profitability, types of analysis, 
etc. are discussed in the following paragraphs. 
2.1 Performance Appraisal 
In a work group, members, consciously or unconsciously, make 
opinion about others. The opinion may be about their quality, behaviour, 
way of working, etc. Such an opinion becomes basis for interpersonal 
interaction. In the same way, superiors form some opinion about their 
subordinates for determining many things like salary increase, promotion, 
transfer, etc. In large organisations, this process is formalised and takes 
the form of performance appraisal. Performance appraisal in some form 
has existed in old days also. For example, Wei dynasty (221-265 A.D.) in 
China introduced performance appraisal in which an Imperial Rater 
appraised the performance of members of the official family. In its 
present form, the New York City Civil Service adopted performance 
appraisal in 1883. Since then and specially after World War I, 
performance appraisal in a formal way has been adopted by most of the 
large organisations particularly in business field. In our country, too, 
large organisations adopt formal appraisal method. 
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2.1.1 Concept of Performance Appraisal 
Appraisal is the evaluation of worth, quality or merit. In the 
organisation context, performance appraisal is a systematic evaluation of 
personnel by superiors or others familiar with their performance. 
Performance appraisal is also described the merit rating in which one 
individual is ranked as better or worse in comparison to others. The basic 
purpose in this merit rating is to ascertain an employee's eligibility for 
promotion. However, performance appraisal is more comprehensive I 
term for such activities because its use extends beyond ascertaining 
eligibility for Promotion. Such activities may be training and 
development, salary increase, 1i transfer, discharge, etc., besides 
promotion. 
Performance appraisal is a systematic and objective way of judging 
the relative worth or ability of an employee in performing his job. Thus, it 
emphasises on two aspects: systematic and objective. The appraisal is 
systematic when it evaluates all performances in the same manner, 
utilising the same approaches so that appraisal of different persons is 
comparable. Such an appraisal is taken periodically according to plan; it 
is not left to chance. Thus, both raters and ratees know the system of 
performance appraisal and its timing. Appraisal has objectivity also. Its 
essential feature is that it attempts at accurate measurement by trying to 
eliminate human biases and prejudices. 
54 
 
2.1.2 Importance of Performance Appraisal 
Performance appraisal is expected to provide answers to many of 
the questions relating to management of people in the organisation.   The 
role of performance  appraisal is not limited only to make decisions about 
salary increase butit helps to arrive at many decisions. A study of 
appraisal practices in American and Indian companies suggests that 
performance appriasal is used for determining wage increase, promotion 
and transfer, discovering supervisory personnel, training and 
development, and informing employee where he stand  in that training 
and development, and informing employee where he stands  in that order. 
Two other studies of performance appraisal practices, one by 
Rudravasvraj and another  by Malthi Bolar, have found that Indian 
compaines use performance appraisal primarily for three reasons: (i) to 
determine salary increase, (ii) to facilitate organisational planning and 
placement of people, and (iii) to determine training and development. 
Besides these, other objectives of performance appraisal are informing 
employee where he stands, follow-up interviews, personnel research, and 
to help superiros to know their subordinates. Thus, it can be seen that 
performance appraisal helps in various areas. Let us see how performance 
appraisal helps in arriving at decisions for various points. 
1. Salary Increase: 
 Performance appriasal plays role in making decision about salary 
increase. Normally salary increase of an employee depends on how he is 
performing his job. There is continuous evaluation of his performance 
either formally or informally. In a small organisation, since there is a 
55 
 
direct contact between the employee and the one who makes decisions 
about salary increase, performance appraisal can be an informal process. 
However, in a large organisation where such contact hardly exists, formal 
performance appraisal has to be undertaken. This may disclose how well 
an employee is performing and how much he should be compensated by 
way of salary increase. 
2. Promotion: 
 Performance appraisal plays a significant role where promotion is 
based on merit. Most of the organisations often use a combination of 
merit and seniority for promotion. Performance appraisal discloses how 
an employee is working in his present job and what are his strong and 
weak points. In the light of these, it can be decided whether he can be 
promoted to the next higher position and what additional training will be 
necessary for him. Similarly, performance appraisal can be used for 
transfer, demotion, and discharge of an employee. 
3. Training and Development: 
 Performance appraisal tries to identify the strength and weaknesses 
of an employee on his present job. This information can be used for 
devising training and development programmes appropriate for 
overcoming weakness of the employees. In fact, many organisations use 
performance appraisal as means for identifying training needs of their 
employees. 
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4. Feedback 
 Performance appraisal provides feedback to employees about their 
performance. It tells them where they stand. A person works better when 
he knows how he is working; how his efforts are contributing to the 
achievement of organizational objectives. This works in two ways. First, 
the person gets feedback about his performance and he may try to 
overcome his deficiencies which will lead to better performance. Second, 
when the person gets feedback about his performance, he can relate his 
work to the organizational objectives. This provides him satisfaction that 
his work is meaningful. Thus, given the proper organizational climate, he 
will try his best to contribute maximum to the organisation. 
5. Presure on Employees 
 Performance appraisal outs a sort pressure on employees for better 
performance. If the employees are conscious that they are being appraised 
in respect of certain factors and their future largely depends on such 
appraisal, they tend to have positive and acceptable behavior in this 
respect. Thus, appraisal can work automatically as a control device. 
Above roles of performance appraisal are quite important. 
However, these roles can be performed only when there is systematic 
performance appraisal, and various relevant decisions are made 
objectively in the light of result on performance appraisal. To be 
systematic and objective in performance appraisal, managers require an 
understanding of various intricacies involved in performance appraisal 
like methods of performance appraisal, problems in performance 
appraisal and how these problems can be overcome. 
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2.2 CONCEPT OF FINANCIAL ANALYSIS: 
Financial analysis or analysis of financial statements, viz balance 
sheet and profit and loss account aimed at diagnosing the liquidity, 
profitability, productivity, activity and financial condition of a business 
concern. Satisfactory diagnosis can rarely be made on the basis of such 
information which are included in these financial statements alone 
because figure are dumb, But, if they are analysed, they get a tongue and 
therefore they help the bank  management and other interested parties in 
assessing the financial adventure of a bank. 
Information contained in balance sheet and profit and loss 
accounting is often in the form of raw material data rather than as 
information useful for decision-making. The process of converting the 
raw data contained in the financial statements in to meaningful 
information for decision making is known as financial statement analysis. 
Profit and loss account is a dynamic statement, which shows 
income and expenses between two balance sheet dates. Likewise balance 
sheet is a ' static' statement that shows the financial position on a certain 
date. It is an instantaneous photograph of the assets and liabilities of an 
enteiprise at particular bank of time. It is somewhat similar to the view 
one gets when a motion picture projector is stopped and a single frame 
appears of the screen. 
Financial analysis is process of synthesis and intellectual activity. 
It is a technique of X-raying the financial position as well as the progress 
of a bank. An analysis of both these statements give a comprehensive 
understanding of business operations and their impact on the financial 
health. If the business operations result in profits, the total investment is 
enhanced, bringing prosperity to shareholders, increase in goodwill and 
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strengthening on credit. On the other hand, if these are losses, capital 
invested to the extent of loss is lost or dissipated ability to pay creditors 
and lenders is weakened and the business concern operates under a ' 
handicap'. Financial statements are analyzed through liquidity, for that the 
concept of liquidity is expresses below. 
2.3 CONCEPT OF LIQUIDITY 
The concept of liquidity within a bank is important to understand the 
financial management, as it is the basic criteria to test the short term liquidity 
position of the bank. Liquidity may be defined as the ability to realize value in 
money the real liquid asset. It has two dimensions [A] the time required to 
convert the assets money and [B] The certainty of the realizable price. 
Generally the term ' liquidity' means conversion of assets in to 
'cash' during the normal course of business and to have regular 
uninterrupted flow of cash to meet outside current liability (generally 
maturing within a year) as and when due and payable and also the ensure 
money for day to day business operations. Hence, the flow of current 
assets should circulate with such a rapid speed that they are converted 
into cash within a year so that timely payment may be made to outsiders 
for interest, dividends, etc. If a major part of current assets is blocked in 
inventories and credit cells (Sundry debtors), not only ready cash will not 
be available to pay current debt but there is a risk shrinkage in the total 
current assets available because of possible fall in the value of inventories 
or possible losses an account of bad debts. The quality of current assets is 
therefore very important for analyzing liquidity. 
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2.3.1 Significance of the Liquidity Analysis: 
The importance of adequate liquidity in the sense of the ability of a 
bank to meet current/short-term obligations when they become due for 
payment cash hardly is over-tressed. In fact, liquidity is a pre-requisite for 
the very survival of a bank. The short-term creditors of the bank are 
interested in the short-term solvency or liquidity of a bank. But liquidity 
implies, from the viewpoint of utilization of funds of the bank that funds 
are idle or they earn very little. A proper balance between the two 
contemporary requirements i.e. liquidity and probability is required for 
efficient financial management. The liquidity ratio measures the ability of 
a bank to meet its short-term obligation and reflects the short-term 
financial strength/solvency of a bank.  
2.4 CONCEPT OF PRODUCTIVITY 
"Productivity is the basic mission of any bank to provide the 
maximum welfare for the maximum number. Productivity as measure of 
efficiency and effectiveness and as a means of improving the quality of 
the life is generic from achieving the highest outputs from the limited 
resources. Productivity implies the certainty of being able to do better 
than yesterday and keeping the tempo continuously to improve upon. 
Such continuous improvements are to be generated through the research 
for new techniques, methods, process, materials, software, and expertise 
coupled with vision and dedicated leadership having the ultimate faith in 
the welfare of human system.''1 
 
60 
 
Productivity is simply the ratio of output to input. When this ratio 
is calculated in the base year it indicates the changes in productivity 
efficiency over the base year. As the input consist of a number of 
production factors and elements. Productivity can be determined 
separately for each of these factors. Both the output and the input may be 
expressed in terms of physical units or in terms of money. 
Productivity is usually defined as a ratio of output produced per 
unit of resources   consumed   by  the  process.  Productivity is  a  
measure  of performance in producing and distributing goods and service: 
Value added, or sales minues purchase divided by workers employed.2 
2.5 CONCEPT AND MEASUREMENT OF PROFITABILITY 
Profit is the main goals for establishing business concern. Profit is 
the primary motivating force for economic activity. Profit has to be 
earned and they have got to be earned on a regular basis. Business 
concerns that are unable to generate efficient profit from their operation 
cannot remunerate the providers of their capital and this makes it difficult 
for them to maintain the continuity of their existence. Profits are needed 
not only to remunerate capital but also to finance growth and expansion. 
Simply maintaining the status quo cannot always ensure the survival of a 
firm in a growing economy. If the firm is to survive in competitive and 
expanding environment, it has to go on expanding the scale of its 
operations on a regular and continuing basis. Profits are the record card of 
the past, the inventive lode star for the future. If a bank fails to make 
profit, capital invested is eroded and in this situation prolongs the 
enterprise ultimately ceases to exist."3 Thus profit is the soul of the 
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business concern, without which it becomes weak and lifeless. The gain 
resulting from the employment of capital, the excess of returns over 
expenditure, pecuniary gain in any transactions or occupation. 
Profit can rise when the price paid by the customers for the product 
of the business firm exceeds the cost that has been incurred for it. 
Accountants, economists, and others have defined profit in a number of 
ways as per its use and purpose. There have been many theoretical 
discussion of the concept of profit, but there is no consensus on the 
precise definition of this theoretical construct.4 There are main two 
concepts one is accounting concept and other is economic concept. 
Accounting profit The excess of revenue over related costs 
applicable to a transaction, a group of transaction of an operating profit is 
profit"5 In accounting profit is generally known as the excess of total 
revenue over total costs associated with these revenues for the period. As 
such the residue of income after meeting all the "explicit", items of 
expenditure is termed as profit."6 Explicit items of expenditure generally, 
includes, raw material consumed, direct expenses, salaries, & wages, 
administrative expenses, selling and distribution expenses, depreciation 
and interest on capital of business firm. The different between the sales 
and the costs of producing and selling that product is its profit."7 
Economic profit 
Back in 1939 the famous economist J.R.Hicks defined a man' s 
income as "the maximum value, which he can consume during a week, 
and still expect to be as well of at end of the week as he was at the 
beginning" Economic profit is the residual of income meeting all the ' 
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explicit' and  'implicit' items of expenditure for a given period. The term 
explicit item of expenditure has the same meaning that have discussed in 
"accounting profit" but the implicit item of expenditure includes the 
amount of those factors of production, which are owned by owner. For 
example the rent of own land and building, the interest of own capital and 
salary of owner are termed as "implicit costs" or "opportunity costs". 
However, the term economic profit in the form of equation can be 
represented as under: 
Economic profit = accounting profit- implicit costs 
OR 
Economic profit=total revenue- (Explicit costs +implicit costs)  
In economics the accounting profit known as gross profit while the 
profit remaining after subtracting the implicit cost of owner's times and 
capital invested is known as "pure profit'.  
Business Profit or Income: 
Businessmen and accountants usually look upon the entire return to 
stakeholders' profit or income, and do not regard any part of return as a 
cost. Thus, business profit plus the normal return on investment, which is 
also the different between end-of- period wealth and initial investment. 
Social Profit: 
The business units are using care resources of the society. So they 
should be accountable towards the society, which provided the resources. 
Therefore social responsibility of the enterprise has been stressed. An 
increasing awareness of the social responsibilities on the part of business 
units has led to the discussion of "social profit", Eichror and Clerk abt. 
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associates of U.S has suggested "social statement approach for social 
accounting in which the term ' social profit' or surplus has been defined. 
Unearths approach the excess of social benefits over social cost is termed 
as "social profit" or social surplus. The social benefits made available to 
the society by the business unit include the employment generation, 
payment for goods and other services, taxes paid contributions, dividends 
and interest paid, additional direct employee benefits like creating good 
township, offering good condition of work environmental improvements. 
Any cost, sacrifice that proves a detriment to society, whether economic 
or non-economic, internal or external is termed as social costs. Social 
costs include goods and materials acquired, buildings and equipment 
purchased, labor and services used, work related to injuries and illness, 
public services and pollution, water pollution, noise pollution, solid waste 
visual and aesthetic pollution. However, there is no clear concept for 
measuring social benefits and social costs.  
Accounting Profit and Economic Profit: 
The concept of accounting profit and economic profit differ from 
each other from the view point of opportunity cost of capital invested and 
cost of owner's time. for calculation of economic profit, opportunity cost 
capital and owner's time is considered while calculating accounting profit 
it is ignored by accountants. In accounting "the profit is deemed to be the 
joint result of various factors of production while in economics, it is 
termed as the rent liability, wages of owner and the reward of risk 
bearing.  
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Value Added Concept: 
The concept of value added is a concept broader than the concept 
of accounting profit and economic profit; it is a basic and broad measure 
of judging the performance of a bank. It is in fact a measure of the utility 
that a business enterprise adds to the bought in materials and services. No 
business enterprise can survive or grow, if it fails to generate wealth. The 
business firm may exist without making profit but cannot survive without 
adding value. Thus it shows the greater importance of value added 
devices which led a large number of western countries and many Indian 
companies to present Value Added Statements (VAS) in their annual 
reports. 
Value added is an excess of turnover plus income from service 
over the cost of money bought in material and services. The term ' 
turnover' means the total amount of sales of goods plus duties and sales 
taxes less the amount of sales returns goods plus used for self 
consumption, commission, rebates and discount allowed etc. 
The term income from services' include the rewards for services to 
subsidiary companies in the form of dividends from it rent received 
compensation and miscellaneous income etc. The term "bought - in -
materials includes costs of finished goods purchase, the cost of raw 
material consumed and the cost of stores and spare consumed during 
manufacturing process. This figure is further adjusted stocks of work in 
progress" and finished goods. The term cost of services includes the cost 
of production services, power, fuel, repair & maintenance, bank charges, 
commission, insurance premium, selling and distribution expenses, 
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postages & telephone bills, printings, auditing fees legal expenses and 
traveling expenses. It should be kept in mind that the employees, cost 
depreciation and excise duty are not included in the cost of bought-in-
material & services. They are separately shown in the balance sheet. 
Concept of Profitability: 
The word "profitability is modulation of two words "profit'   and 
"ability".   In another words  it referred  to "Earning power' of operating 
efficiency"  of the concerned investment concept of profitability may be ' 
defined as The ability of a given investment to earn a return from its use"8 
Measurement of profitability is the overall measure of performance 
profits known as bottom lines are also important for financial institutions. 
Analyzing and interpreting various types of profitability ratios can obtain 
creditor performance of portability. 
Profitability and Efficiency: 
Profitability is also not synonymous with ' efficiency' though it is 
an index of efficiency, it is regarded as a measure of efficiency and 
management guide to greater efficiency. No doubt, profitability is an 
important yardstick of efficiency, but the extent of profitability cannot be 
taken as a final proof of efficiency. Some time satisfactory profits can 
mask inefficiency and conversely, a proper degree of efficiency can be 
accompanied by an absence of profit. The net profit figure simply reveals 
a satisfactory balance between the values receive and value given. The 
change in operational efficiency is merely one of many factors on which 
profitability of an enterprise largely depends between besides efficiency, 
which affects the profitability. 
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2.6 TYPES OF ANALYSIS 
2.6.1 CONCEPT OF ACTIVITY ANALYSIS: 
Sale of product is the primary object of any business enterprise. It 
is pivot around which all business operations are cluster. The increase or 
decrease of the business profits depends upon the magnitude of sale 
because it is the key figure in the business enterprise. Income from net 
sales is the lifeblood of business. 
More sales more profit and less sales less profit or even there may 
be loss. Thus, sale are to a business enterprise what oxygen is to the 
human being, a very material increase in the volume of net sales has the 
same effect upon the business organization as an increase in the quantity 
of inhaled oxygen has upon the human organism. The quantity quality 
and regularity of flow of sales revenue govern the physical appearance 
and the internal conditions of the business organism. In fact with the 
higher volume of sales, The business operates with greater profits and 
effectiveness and operations are speeded. 
It is apparent, therefore that the significance of any bank can be 
measured in terms of its contribution towards sales. Activity ratios are 
turnover ratios where the significance of financial figure is measured in 
terms of sales of business enterprise. The approach to the activity analysis 
is done as follows: 
(1) The growth of activity and its measurement in terms of investment. 
(2) Activity in relations to total resources 
(3) The conduct of activity  
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1. Growth of activity: 
The growth in the firm has been measured in terms of the growth 
of average year's sales over the period of study. 
2. Activity in Relations to Total Resources: 
Activity ratios are concerned with how efficiency the assets of the 
bank are managed or utilized. These ratios indicate the rate at which 
different assets are turned over in the process of doing business. The 
greater rate of turnover or conversion, the more efficient the utilization or 
management, other things being equal, resulting in higher profitability. 
Sometimes these ratios are called efficiency ratios, or investment turnover 
ratios. Thus, Turnover ratios reflect the relationship between the level of 
the sales and the various assets and a proper balance between assets and 
sales shows better management of assets. Different activity ratio have 
been computed for judging the effectiveness of assets utilization 
3. Conduct of Activity: 
The conduct of activity of a bank is related to the efficiency of 
conducting business operations. The efficiency of the conduct of activity 
depends upon the capacity to keep the operating cost at minimum 
possible level. An efficient conduct of business operations requires that 
expenses should always be kept at the minimum so that they may also 
remain below revenue resulting in profit thereby. 
The operating ratio is an index of the efficiency of the conduct of 
business operations and analysis of operating ratio to judge the operating 
efficiency of a bank, requires a study of the main component ratio. 
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Financial Structure Ratio 
These ratio highlight the management policies regarding trading on 
equity. The more important ratio concerning capital structure is given below.  
Debt equity ratio 
1.   Long-term debt equity ratio 
2.   Total debt equity ratio 
3.   Interest coverage ratio 
4.   Fixed assets to capital employed. 
5.   Capital gearing ratio 
6.   Proprietary ratio 
7.   Net fixed assets to net-worth ratio9 
2.6.2 TREND ANALYSIS 
Trend analysis technique is useful to analyze the bank's financial 
position and to put the absolute figures of financial statement in more 
understandable form over a period of years. This indicates the trend of 
such variable as sales cost of production, profit assets and liabilities. 
The different approaches of trend analysis are as follow:  
(I)        COMMON SIZE VERTICAL ANALYSIS AND 
(II)       COMMON SIZE HORIZONTAL ANALYSIS 
Trend analysis helps the analyst and management to evaluate the 
performance, efficiency and financial condition of an enterprise.10 
(I) Common Size Vertical Analysis 
All the statement may be subject to common size vertical analysis a 
figure from the same year's statement is compared with the basic figure 
selected from the statement should be converted in to percentage to some 
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common base. The common size vertical income statement and balance 
sheets of five banks covered by this study are given in the study. 
(II)  Common Size Horizontal Analysis 
When asking horizontal analysis, a figure from the account is 
expressed in terms of same account figures from selected base year. It is a 
calculation of percentage relation that each statement then bears to the 
same item in the base year. Horizontal analysis can help the analysis to 
determine how an enterprise has arrived at its current position. 
The technique of common size statement is very useful when we wish to 
compare the performance of one bank with that of another for 
presentation of the data in percentage form since it eliminates problems 
relating to differences in organization size. 
2.6.3 COMPARATIVE STATEMENT ANALYSIS: 
Statement prepared in a form reflecting financial data for two or 
more periods are known as comparative statements. The data must first be 
properly set before comparison in the preparation of comparative 
financial statement uniformity is essential otherwise comparison will be 
vitiated. Comparative financial statement is very useful to the analyst 
because they contain not only the data appearing in a single statement but 
also information necessary for the study of financial and operating trends 
over a period of a year. They indicate the direction of the movement in 
respect of financial position and operating results. Comparision of 
absolute figures has no significance if the scale of operations of one bank 
is much different from that of others.11 
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(I)  Comparative Balance-Sheet: 
Increase and decrease in various assets and liabilities as well as in 
shareholders' equity or capital brought about by the conduct of a business 
can be observed by a comparison of balance sheets at the beginning and 
end of the period. Such observation often yield considerable information, 
which is of value informing an opinion regarding the progress of the 
enterprise and in order to facilitate comparison a simple device known as 
the "comparative balance Sheet" may be used. 
(II)  Comparative Income Statement: 
As income statement shows the net profit or net loss resulting from 
the operations of a bank  for designated period of time. A comparative 
income statement shows the operating result for a number of accounting 
periods so that changes in absolute data from one period to another may 
be stated in terms of money and percentage. The comparative income 
statement contains the same columns as the comparative balance sheet 
and provides the same type of information.12 
As the income statement presents the review of the operating 
activities of the business and the comparative balance sheet shows the 
effect of operation of its assets and liabilites. The latter contains a 
connecting link between the balance sheet and income statement; Income 
statement and balance sheet are contemporary documents and they 
highlight certain important facts. 
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2.6.4 FUND FLOW ANALYSIS – 
The balance sheet is in the nature of a showing the position of a 
bank at a particular moment of time. The business process is very 
dynamic with transactions occurring regularly, each of which affects in 
some way, the immediately preceding financial position. A balance sheets 
therefore, merely provides the picture of a fleeting condition at a point of 
time and if balance sheets drawn at different time are compared with any 
different time between the closing and beginning figures would be the 
result of various transaction taking place during the interim period. The 
business process involves a continuous inflow and outflow of funds. This 
funds flow analysis helps the analysis to appraise the impact of the 
management's decision on the business during a given period of time. 
2.6.5 OTHER TECHNIQUES OF ANALYSIS 
Several other techniques like cash flow analysis and break-even 
analysis are also some time useful for analysis. The use of various 
statistical techniques is also used frequently for financial analysis, 
providing a more scientific analysis. The tools generally applied are 
moving average, index number, range, Standard deviation, correlation, 
regression and analysis of time series. 
Diagrammatic and graph orientations are often used in financial 
analysis. Graphs provide a simplified way of presenting the data and 
often give much more vivid understandable of trends and relationships. 
Pie graphs bar diagrams and other simple graphs are often used for 
comparison of financial analysis. 
This information is the theoretical information of financial analysis 
of any bank. 
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CHAPTER-3 
RESEARCH METHODOLOGY 
3.1 Introduction 
 Management of banks and financial institutions has always been 
vital for the efficient functioning of the country economy. But the focus 
of attention has been changing from time to time depending upon the 
societal needs and aspiration. The years, 1969, 1975 and 1991 were 
landmarks in the Banking history of India, 1969 for changing the focus 
from, class to mass banking by nationalizing fourteen major commercial 
banks, 1975 for the implementation of the Tandon committee 
Recommendations relating to norms, methods, styles and follow up of 
bank credit and 1991 for ushering the country into a new era of economic 
liberalization and implementation in phases of the financial sector 
reforms based on the recommendations of the Narsimhan Committee 
Report with respect to capital Adequacy, Income Recognition, Asset 
Classification and the provisioning norms with the aim of making the  
Indian Banking System more transparent efficient competitive so as to 
enable it to face the emerging challenges triggered by the forces of 
deregulation, liberalization and globalization. 
3.2 Present Position of Mahila Co-operatives in India: 
The cooperative movement was started in 1904 for providing credit 
to farmers. Subsequenly, the laws were amended to allow for the 
formation of other types of cooperative societies. At present,  the Indian 
co-operative movement, in terms of size and membership, is one of the 
largest in the world. The co-operatives in India have made notable 
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progress in the field of agricultural credit, marketing, processing, etc.. 
The number of all types of co-operative exceeds 3.5 lakhs with a 
membership of more than12 crores but the participation and involvement 
of women in the co-operative movement is not adequate and substantial. 
As on 30 June 1984, out of 31 States and Union territories, only 28 
States/Union Territories were having 611 women's co-operatives with 
their total membership of 3,43,40. which form 1.37 per cent of the total 
co-operatives and 2.5 per cent of the total membership in the country. 
Table No. 3.1 shows the statewise number of women's co-operatives in 
the country. 
Table 3.1 : Statewise position of mahila cooperatives in India (1984) 
Sr. No. State/Union Territories No. of 
women's co-
operatives 
1 Andhra Pradesh 269 
2 Andaman and Nicobar 4 
3. Arunachal Pradesh 4 
4. Assam 114 
5. Bihar 81 
6. Chandigarh 3 
7. Dadra & Nagar Haveli 2 
8. Delhi 56 
9. Goa, Daman and Diu 6 
10. Gujarat 133 
11. Haryana - 
12. Himachal Pradesh 157 
13. Jammu & Kashmir 319 
,14. Karnataka 130 
15. Kerala 121 
16. Lakshadweep - 
17. Madhya Pradesh 27 
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18. Maharashtra 208 
19. Manipur 465 
20. Meghalaya 29 
21. Mizoram 10 
22. Nagaland 19 
23. Orissa 24 
24. Pondicherry 6 
25. Punjab 3,037 
26. Rajasthan 15 
27. Sikkim - 
28. Tamil Nadu 62 
29. Tripura 49 
30. Uttar Pradesh 113 
31. West Bengal 178 
 Total 5,641 
 
Source : Seminar Paper, compiled by Pendharkar, S. VMNICM Pune (1984). 
The Statewise analysis of mahila co-operatives shows that Punjab 
occupies top position having 53.84 per cent of the total women's co-
operatives in the country. The underdeveloped States like Manipur, 
Jammu and Kashmir rank second and the third positions respectively. The 
States having more than hundred societies were Andhra Pradesh, 
Maharashtra, West Bengal, Himachal Pradesh, Gujarat, Kerala and Uttar 
Pradesh. While the rest of the States were having very low number of 
women's cooperatives. 
A majority of the women's societies were thrift and credit, 
encouraging the women to save and provide them credit on easy terms. 
Next to thrift societies, there were industrial co-operatives such as 
weavers' societies, cottage and small-scale industrial societies. These co-
operatives undertook activities such as tailoring, spinning, embroidery, 
knitting, durri making, preparation of papad, pickles and jams. Some 
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societies had sewing and embroidery classes. In Gujarat, The self-
employed women's association (SEWA) and The National Commission 
for self-employed women and women in informal sector headed by Ila 
Bhatt are going on. In Maharashtra women's co- operatives were engaged 
in handicraft industries. There were poultry, printing, cane work, and 
Urban co-operative banks also. In Goa, women's co-operative was 
running a canteen and in Madhya Pradesh some societies were running 
library. There are some examples of women's co-operatives which are 
running nursery school and medical centres. Such societies are of 
immense benefit to women as they get employment and render service to 
needy women. 
3.3  Why Negligible Participation ? 
The ratio of female literacy in our country is now more than 54.16 
per cent and it is much less in rural areas. Again, it cannot be denied that 
the co-operatives are still male dominated and women are in minority as 
members on the board and also as employees. This is because, women are 
shy and suffer from a minority complex. This phenomenon is more 
marked among women in rural areas. The ICA Regional Conference on 
the role of women in Co-operative Development observed in 1975 that, 
"Women themselves have not always taken advantage of right to which 
they are entitled". Some of the constraints in respect of women 
involvement are given below : 
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(1)  Illiteracy and Ignorance: 
Lower rate of female literacy is one of the important factors, which 
prevents women involvement in the co-operatives. The illiterate or semi-
literate women feel shy to join or to form cooperatives as they do not 
have a clear understanding about the concept and management of the co-
operatives. 
(2)  Financial Constraints: 
Although there are various financing agencies for providing 
finance to co-operatives, yet complex official procedure of these agencies 
creates barrier for women to undertake co-operative activities. 
(3)  Competitive Market: 
Many women's co-operatives have failed due to the strong 
competition from the private producers in the market. This has caused 
demonization to form industrial co-operatives. 
(4)  Lack of Extension Work : 
There is no extension programme for the women at the vil-
lage/town level for educating or training the women to join cooperatives. 
(5)  Lack of Policy Decision: 
So far there is no policy formulated by the Government for the 
promotion of women's co-operatives, except the efforts made by some of 
the State Co-operative Unions. There is no special enactment, no special 
financial allotment for women's co-operatives. . 
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(6)  Limitations in Co-operative Laws: 
Limitations in the co-operatives acts and rules and bye-laws 
prevent women to join co-operatives. For example, in village level multi-
purpose co-operative societies, the membership is given to only those 
who have land in their name. Generally, women do not possess land, as a 
result of which they fail to become members of the society. 
3.4  A Case for Involvement of Women in Co-operatives: 
The involvement of women in co-operatives can be advocated on 
the following grounds: 
1. Women constitute nearly half the population of the country, hence 
their involvement in the movement will help to undertake such 
services as are needed by women. 
2. They are the main buyers of all consumption goods in a family; they 
can help the co-operatives stores to purchase right and quality goods. 
3. They can find full or part-time employment by becoming members 
of industrial co-operatives and earn their livelihood and supplement 
the family income. 
4. They can economize an expenditure and promote thrift and savings 
through their co-operatives. 
5. The welfare of the women from lower income groups can be 
promoted by bringing them into the co-operative fold. 
3.5 Early Efforts for Women's Co-operatives: 
The case for bringing women into the co-operatives movement has 
been convincingly put by the late Mr. F. L. Brayne, ICS, former Registrar 
in Punjab. Writing on 'Women and Indian Villages' in The Aryan Path in 
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June 1946, he declared : "The home is the centre of the nation and the 
women is the centre of the home". Ignoring women in the attempt to 
develop India, he warned, could only lead to failure and frustration. With 
one wheel of the chariot of progress firmly locked, the Chariot could only 
go round in circles. The co-operatives societies have always been open to 
women. The erstwhile State of Cochin and Punjab were the States having 
women members in all types of co-operative societies, even women were 
the members of the managing committee.'1 In Bombay State, The Saraiya 
Committee (1946) suggested to strengthen the women's welfare societies 
on co-operative lines. Shri Janardan Madan in his address of welcome at 
the Nineteenth Bombay Provincial Cooperative Congress on 11th April 
1948, expressed the conviction that women workers alone could create 
the conditions to the movement a formidable force and to carry its 
beneficent results to the homes of thousands of poor families.2 
3.6 National Policies for the Involvement of Women in Co- operatives  
In the report of the Co-operative Department of Government of 
India, for the first time it was mentioned in 1965-66. "to promote active 
participation of women in co-operatives". Concrete steps were taken 
during the subsequent years to organize and strengthen women's wing in 
the State Co-operative Unions. In 1966-67, Women's Advisory Boards 
were constituted by almost all the State Co-operative Unions and the 
member-education programme for women was undertaken. With a view 
to involving the women in co-operatives, the Taluka and District level 
seminars were organized for women. The States like Maharashtra, 
Gujarat, Assam, Tripura, Manipur and West Bengal started regular 
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training programmes for women. The year 1975-76 was declared as the 
International Women's Year and Women's activities increased all over the 
country. In 1977-78 Government of India has drawn a special programme 
for women with the following highlights: 
The participation of rural women of all socio-economic groups will 
be increasingly sought in the implementation in various rural 
development programmes. Focus is on building up, strengthening 
women's organization by training them, by making them aware of the 
technological advances, enabling them to undertake economic 
programmes and to acquire leadership Qualities.3 
The Seventh Plan regarding socio-economic programmes for 
women says, 
The long term objective of the developmental programmes for 
women could be to raise their economic and social status in order to bring 
them into the main-stream of national development. Due recognition has 
to be accorded to the role and contribution of women in various socio-
economic, political and cultural activities.4 
The National Perspective Plan for Women 1988-2000 A.D. is an 
effort at a long term overall policy for Indian women, guided by those 
constitutional principles and directives relevant to the development 
process. It is linked to the national targets determined for end of the 
century in respect of certain basic indicators especially of health, 
education and employment. The plan views women not as the weaker 
segment of society or as passive beneficiaries of the development 
process, but as a source of unique strength for attaining national goals.5 
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It is against this background that the present study, "A Comparative 
Analysis of Performance Appraisal of Mahila Co-operative banks of 
Gujarat State" has been undertaken. 
3.6.1 The Problem : 
Most of the mahila co-operative banks in the State are small in 
respect of share capital, membership, loans outstanding, working capital 
and profit. As a result of this, they have made little impact on its 
members. Similarly, the limited paid-up share capital and deposit have 
made adverse effect on the viability of mahila co-operative banks, and 
some of the banks have become uneconomic. Due to growing overdues 
the banks are facing the problem of working capital. The low amount of 
working capital has resulted into the low salaries which, in turn, has 
affected the whole working of women's bank. The present study intends 
to study some of the above problems. 
The emergences of the variety of new players in the financial 
sector has resulted into appearances of new and innovative instruments of 
money and capital markets leading to acute competition amongst banks 
on one hand and Banks and Non-Bank Finance Companies on the other 
hand. Further, the corporate and blue chip companies have started 
sourcing the capital market directly for their financial needs and hence 
the demand on banks for low interest rates, quick, good and personalized 
service tailored to their individual requirements have increased manifold 
and it is in this regard essential to measure the degree of financial 
efficiency of banks and a monetary situation and on the broad functioning 
of the economy especially the degree to which its productive resources 
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are employed and the behavior of price level.The high degree of financial 
community is highly influenced by the whole range of activities carried 
out by the financial institutions and the credit practices by banks. 
The Statement of the Problem 
Hence, the title of the problem selected for the study is 
"A COMPARATIVE ANALYSIS OF PERFORMANCE APPRAISAL OF 
MAHILA CO-OPERATIVE BANKS OF GUJARAT STATE" 
The analysis of performance appraisal would be one of the 
important indicators of the productivity, profitability and operational 
efficiency of bank and there has been no work till date, which has 
covered all the areas of performance in the mahila co-operative banking 
industry pertaining to Gujarat State, and the study is unique in all 
respects. 
3.6.2 Objectives of the study: 
The broad objectives of the study are to assess critically the 
working of women's co-operatives banks. The specific objectives of the 
study are as follows : 
1. To provide the general review of mahila co-operative banks in 
India and in Gujarat. 
2. To study the growth and performance of selected mahila 
cooperative banks. 
3. To analyse the impact of mahila cooperative banks on members, in 
respect of savings, loan utilization, income, employment, etc. 
4. To identify the causes of slow growth of mahila cooperative banks 
and suggest the measures for their speedy growth. 
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5. To derive important policy implications for successful working of 
the mahila cooperative banks in future. 
6. To examine the profitability of selected mahila cooperative banks. 
7. To examine the financial efficiency and productivity of selected 
mahila cooperative banks. 
8. To document the operational efficiency of the mahila co-op. bank. 
9. To suggest an appropriate strategy for the banking industry to 
improve performance. 
3.6.3 Hypotheses: 
The Researcher has selected broader hypotheses as under: 
a) There is no significant difference of the overall performance in the 
banking industry. 
b)   There is no significant difference of profitability and productivity 
in the mahila co-op. banking industry.  
c)    There is no significant difference of financial efficiency in the 
mahila cooperative banking industry.  
d)   There is no significant difference of operational efficiency in the 
mahila co-operative. banking industry. 
 
3.7 Research Design 
3.7.1 Universe 
There are altogether 10 mahila co-oprative banks in Gujarat. There 
are as under: 
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Mahila Cooperative Banks in Gujarat: 
1. The Bapunagar Mahila Cooperative Bank Ltd.  
Part 6, Satadharnagar,  
Khodiyarnagar,  
National Highway No. 8  
Ahmedabad 
2. The Mahila Vikas Cooperative Bank Ltd. 
 Swaminarayan Avenue 
Swaminarayan Chok, Bhattha 
Vasna, Ahmedabad-388007 
3. Mahila Sewa Sahkari Cooperative Bank Ltd. 
 Sakar-II 
 109, First Floor 
 Opp. Town Hall 
Elise bridge 
Ahmedabad 
4. Mahila Sahkari Bank Ltd., 
 Brahmpuri,  
Dandia Bazar 
 Vadodara-390001 
5. The Mehsana Mahila Sahkari Bank Ltd. 
 Vanikar Club Building, 
 Rajmahel Road, 
 Mehsana-384 001 
6. Shree Laxmi Mahila Sahakari Bank Ltd. 
 3, Navdurga Society, 
Opp. Prashant Cinema 
Mehsana-384 002 
7. Bhavnagar Mahila Sahakari Bank Ltd. 
 Pruthvi Complex 
 Kala Nala 
 Bhavnagar 
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8. Mahila Cooperative Bank Ltd. 
Ket bhavan 
Opp. Nilkanth Appartment 
Silwasa Road 
Bharuch. 
9. Jamnagar Mahila Sahkari Bank Ltd. 
Manek Centre 
Jamnagar 
10. Valsad Mahila Nagrik Shakari Bank Ltd. 
 Matru Shraddha 
 Near Rag, Azad Chok 
 Valsad. 
3.7.2 Sample: 
A. Selection of Sample Banks: 
 The researcher has selected five Mahila Co-operative Banks of 
Gujarat as under: 
1. The Bapunagar Mahila Cooperative Bank Ltd.  
 Ahmedabad 
 
2. The Mahila Vikas Cooperative Bnak Ltd., 
 Vasna, Ahmedabad-388007 
 
3. Mahila Sahkari Bank Ltd., 
 Vadodara-390001 
 
4. The Mehsana Mahila Sahkari Bank Ltd. 
 Mehsana-384 001 
 
5. Shree Laxmi Mahila Sahakari Bank Ltd. 
 Mehsana-384 002 
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B. The resercher has selected 20 members randomly altogather 100 
members from each five sample banks and received their opinions 
through a  separate questionnaire. 
3.8 Profile of Sample Co-operative banks 
3.8.1 Membership: 
The development of any urban co-operative bank depends upon its 
strength of membership. With increasing population, a large number of 
people are brought into the fold of urban banks. A healthy growth of 
membership would do yeoman's service to the development of urban 
banks, what matter really needs in the development of co-operative 
banking is active, sincere and honest membership. As a matter of fact the 
urban co-operative banks are required to play an important role in 
bringing the all round development of the areas where they are 
functioning by meeting the financial needs of all persons alike, without 
any distinction as to caste, creed, community or income levels. The RBI 
has been insisting on this aspect and has requested the managements of 
existing as well as newly organized urban banks to amend their bye-laws 
with a view to doing away with such restrictive provisions, so as to throw 
the membership open to all. Against this background an enquiry was 
made into the composition and methods of membership in women's co-
operative banks. It was found that all the mahila cooperative banks have 
restricted the membership to male. While analyzing the composition of 
membership, it was found that the membership was not restricted to any 
caste or community. However, the data on castewise composition of 
membership were not available with these banks. Almost all the banks 
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were following the procedure of nominal membership, whenever it was 
necessary. It was also observed that the women of all strata were involved 
in all the sample banks. The women from higher strata like teachers, 
doctors, factory workers, nurses, ladies having small-scale industries as 
well as lower strata women such as municipal corporation sweepers, 
hawkers, etc. have become the members. 
Table 3.2 shows the yearwise growth of membership of the sample 
banks. If we analyse the annual average growth rate of membership 
within a period of five years, it will be seen that out of the five sample 
mahila banks, there was an increase in the membership of 5 banks. On an 
average the membership had shown an increasing trend, with a view to 
availing of the loan facilities from the banks. However, the satisfactory 
growth was seen only in Bapunagar Bank followed by Mehsana Mahila 
bank. The slow growth rate shows that either the boards of directors have 
not tried their level best to enroll the new members or the members 
themselves have not found the services of banks suitable to them. As a 
matter of fact, new parties were asking for membership but due to 
selective and restrictive policy regarding membership the slow growth 
trend was noticed. It is worth noting that the audit department of the State 
Government is expecting 10 percent rise in membership every year to 
maintain the 'A' class of audit. If we consider this norm, then only 
Bapunagar and Mehsana Mahila Bank have shown their performance in 
the study. Though all the five banks occupy 'A' class in audit. 
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3.8.2  Gender of Membership: 
Out of the 5 sample banks, all the five mahila cooperative banks 
were having only female membership. 
3.8.3  Management: 
The affairs of the co-operative institutions should be governed 
through the democratic procedures. The management of urban banks 
should know the management practices at least to some extent and hence 
the care must be taken to bring on the board, the persons with sufficient 
knowledge and experience of banking and finance, which will ultimately 
help the banks. It is cautioned that the vested interests and leaders should 
be kept away from the co-operatives. The vested interests in co-
operatives are those who do not have genuine need for the services, and 
yet manage to inflitrate into them under one garb or another for gaining 
their ulterior ends. If members exercise their rights judiciously, then the 
vested interests can be avoided. 
The Board of Directors 
Stockholders, depositors, and regulatory authorities look to 
directors for policy decisions and management ability that will result in 
the safety of funds and profitable operations. A board of directors is not 
directly concerned with the day-to-day operations of its banks since it 
delegates authority to various officers, but the directors are ultimately 
responsible for the success of the bank's operation. 
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3.8.4  Functions of Management: 
The efficient functioning of an urban co-operative bank depends 
largely on the competent Board of Directors. The Board of Directors 
should devote their attention to the formation of broad policies as per the 
guidelines of Reserve Bank of India and the Co-operative Department. 
There is also a need to lay down a clear-cut recruitment policy, so that 
qualified staff can be induced in the bank services. 
3.8.5  Need for Professional Management: 
For fulfilling the objective, the management of these banks has to 
be more professional and forward-looking. Particularly, while identifying 
prospective borrowers and assessing loan applications, managements of 
mahila co-operative banks have to adopt altogether new approach. Now 
these banks could not wait for borrowers to come to banks for loans. 
They have to identify a new class of borrowers, namely, women 
entrepreneurs. The potential capacity of women is to be brought to the 
surface and this task is to be done by the women's banks. The 
managements of these banks have to arrange seminars, workshop: and 
training programmes where such potential talent can be identified and 
provided environment and facilitates. There is also a need to concentrate 
more on productive loans which cm provide self- employment to women. 
3.8.6  Districtwise Sample of Mahila Cooperative Banks 
A. Ahmedabad District: 
1. The Bapunagar Mahila co-operative Bank, Khodiyarnagar, 
Ahmedabad 
2. The Mahila Vikas cooperative Bnak Ltd., Vasna, Ahmedabad. 
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B. Vadodara District 
 Mahila Sahakari Bank Ltd., Dandia Bazar, Vadodara 
C. Mehsana District 
 1. The Mehsana Mahila Sahkari Bank Ltd., Mehsana 
2. Shree Laxmi Mahila Sahkari Bank Ltd., Mehsana 
Registration and licensing of Mahila Cooperative Banks  
Table 3.1 
Registration and Licensing of Sample Banks 
1. The Bapunagar Mahila co-operative Bank,  30301/12-06-98 
2. The Mahila Vikas cooperative Bank Ltd., Vasna, 
Ahmedabad 
30794/11-10-99 
3. Mahila Sahakari Bank Ltd., Vadodara 2818/29-12-75 
4. The Mehsana Mahila Sahkari Bank Ltd., Mehsana 28717/4-07-1996 
5. Shree Laxmi Mahila Sahkari Bank Ltd., Mehsana 287515/04-07-1996 
 
Table 3.2 
Name of Chairperson, Managing Directors and Tele No. 
Sr. 
No. 
Name of the Bank Chairperson Managing 
Director 
Telephone No. 
1. The Bapunagar Mahila 
cooperative Bank,  
Pushpabben M 
Gajera 
LilabenK. 
Dodia 
(079) 
22702297 
22706676 
2. The Mahila Vikas 
cooperative Bank Ltd., 
Vasna, Ahmedabad 
Prajnaben 
Thakker 
Ritaben S. 
Thakker 
(079) 
26607046 
26605580 
3. Mahila Sahakari Bank 
Ltd., Vadodara 
Lilaben 
Chandorkar 
Vinodiniben 
Contractor 
(0265) 
2423190 
2418016 
4. The Mehsana Mahila 
Sahkari Bank Ltd., 
Mehsana 
Jayshreeben B. 
Patel 
RenukabenB. 
Patel 
(02762)237018 
5. Shree Laxmi Mahila 
Sahkari Bank Ltd., 
Mehsana 
Sudhaben R 
Gupta 
Bhartiben B 
Barot 
(02762) 
242514 
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3.8.7 Branches 
 So far as branches of sample mahila cooperative banks are 
concerned, only Bapunagar Mahila cooperative Bank Ltd. has reported to 
have one branch of its bank. No other banks have reported for their 
branches. 
3.8.8 Members 
 
Table 3.3 
Yearwise Growth of Membership in Sample Mahila Cooperative Banks 
 
Sr. 
No. 
Members 2005-
'06 
2006-
'07 
2007-
'08 
2008-
'09 
2009-
'10 
1. The Bapunagar Mahila  
co-operative Bank,  4015 5289 5485 5561 5732 
2. The Mahila Vikas cooperative 
Bank Ltd., Vasna NA NA NA NA NA 
3. Mahila Sahakari Bank Ltd., 
Vadodara NA NA NA NA NA 
4. The Mehsana Mahila Sahkari 
Bank Ltd., Mehsana 4597 4554 4541 4518 4507 
5. Shree Laxmi Mahila Sahkari 
Bank Ltd., Mehsana NA NA NA NA NA 
 
3.9 Tools used: 
To achieve the objectives of the study, the use of various statistical 
tools is planned. The tools included are ratio analysis, correlation and 
regression analysis wherever possible and chi square test and t-test have 
been applied to test the hypotheses. 
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3.10 Collection of Data: 
3.10.1 Questionnaire : 
Detailed and comprehensive questionnaires were prepared. Before 
finalization of the questionnaires the pilot survey of two banks and ten 
members was conducted. Finally, the data were collected through a 
questionnaire canvassed among 100 selected sample members.  For this 
purpose a questionnaire of about 13 main questions and 59 sub-questions 
was prepared for the data collection of five selected banks with about 14 
main questions and 72 sub-questions. The field survey was conducted in 
April-2011. The five-year data (2005-06 to 2009-10) was considered for 
comparison. 
Before collecting the information from the above sources, the 
officials of the Gujarat State Co-operative Banks, Divisional Office, 
Ahmedabad, were also contacted personally to understand their views 
regarding the mahila co-operative banks. 
3.10.2 Interview: 
For the bank information the interview technique was also adopted. 
The top level Executives, Managing Directors, Managers, Chairman, 
Vice-Chairman, Ex-Chairman, the Directors and Accountants were 
interviewed with the help of open-ended and unstructured questions. 
3.10.3 Observations: 
With a view to understanding the working of mahila cooperative 
banks, observation visits were made. The annual General Meetings of 
Women's banks were attended and the inferences were correlated in the study. 
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3.11 Data Processing and Statistical Tools : 
The questionnaire related to the five mahila co-operative bank was 
hand-tabulated. The data were analysed by using statistical tool viz., 
percentages, averages, ratio analysis, correlations etc. to establish the 
relationship between variables and to draw inferences. 
3.12 Limitations of Study: 
The study has the following limitations: 
1. The Study is confined only to five mahila co-operative banks in 
Gujarat. 
2. Due to limitations of the time and finance, the study could not 
cover a large number of districts for sample. 
3. The findings are based on the ability of respondents to recall. 
4. The focus of the study is limited only to the working of mahila co-
operative banks. 
Though the study relates to three districts, the study in its intensity 
of probe had led to certain findings, which, it is expected to be useful in 
designing appropriate policies for mahila co-operative banks. 
3.13 Period of the Study. 
The present study is made for a period of five years from 2005-
2006 to 2009-10. 
3.14 Scope of the study: 
The present study, "A Comparative Analysis of Performance 
Appraisal of Mahila Co-operative banks of Gujarat State", is the first of 
its kind. The women's co-operative banks can make, the efforts to tap the 
savings from women by opening banks purely for women. The 
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commercial banks have almost neglected the fair sex except by providing 
loans for purchase of a few electrical appliances and house-furniture. 
With the growth of economy it is but natural that the female participation 
in gainful employment is increasing. Women are increasingly taking part 
in the different areas of economic life. Frugal housewives and the 
working women provide a great potential for deposit mobilization. The 
class of'career girls' growing in the cities and industrial centres is likely to 
have a high marginal propensity to save. It was necessary to understand 
the impact of women's co-operative banks on its members and to assess 
their problems. The women's co- operative banks can make good impact 
on the economic life of member if they are well managed. 
Outline of the Study 
The study is divided into Seven Chapters 
CHAPTER 1 Introduction 
Deals with the introduction and an overview of the banking 
industry, the regulatory framework for banks, the development of the 
selected banking, units and the prospects of the Banking Industry. 
Chapter-2 Performance Appraisal  
 Deals with the conceptual framework of performance Appraisal 
and relation terms like performance, effectiveness, profitability and 
operational efficiency. 
Chapter-3 Research Methodology 
 Included the Research Methodology to be pursued including the 
title of the problem its objectives, hypothesis testing, data collection 
methods, period of study and limitations of the study. 
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Chapter-4 Conceptual framework of Profitability 
It deals with concept of profitability, profit and profitability, 
Measurement tool of profitability, profitability from the view point of 
Management, concept of productivity, etc. 
Chapter-5 Financial Performance of Sample Mahila Cooperative 
Banks 
It deals  with theoratical concpet of productivity, and then data of 
Growth of Share Capital, Paid-up share capital, Reserve and other funds, 
owned funds, Deposits, Loan operation and overdues of sample Mahila 
Cooperative Bnaks. 
Chapter-6 Operational Efficiency of Banking Industry 
 Deals with the operational efficiency of banks. Many techniques 
have been used for evaluating the operational efficiency and they include 
the cost-volume profit analysis, total management performance and 
comparision of sample banks. 
Chapter-7 Summary, Findings and Suggestions 
Presents a summary in terms of major findings and suggestions 
regarding an appropriate strategy to enhance the overall efficiency of the 
banking industry. 
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Chapter-4 
Conceptual Framework of Profitability 
4.1 Introduction: 
To compare the performance of any firm or bank its profitability is 
considered. Forthat to know the conceptual framework profitability is 
essential. Concept of profitability, its measurement tool, Gross profit 
ratio, concept of productivity, concept of financial  efficiency, factors 
affecting profitability, ratio analysis, ratio trends, commercial bank profit 
etc. are discussed in the following paragraphs. 
4.2 Concept of Profitability:- 
Profliability is the ability to earn profit from all the activities of an 
bank. It indicates how well management of a bank generates earnings by 
using the resources at its disposal. 
In the other words the ability means to earn profit e.g. profitability. 
The Word 'profitability' is composed of two words; 'profit' and 'ability'. 
The word 'profit' represents the absolute figure of profit but an absolute 
figure alone does not give an exact idea of the adequacy or otherwise of 
increase or change in performance as shown in the financial statement of 
the bank. The word 'ability' reflects the power of a bank to earn profits it 
is called earning performance. Earning is an essential requirement to 
continue the business. So we can say that a healthy enterprise is that 
which has good profitability. 
According to Hermanson Edward and Salmonson "Profitability is 
the relationship of income to some balance sheet measure which indicates 
the relative ability to earn income on assets employed." 
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4.2.1 Profit and Profitability: 
Profit and profitability are two different concepts, although they are 
closely related and mutually independent, playing distinct role in 
Business. R.S.Kulshrestha mentioned that "Profit in two separate business 
concerns might be the same and yet more often they note their 
profitability could differ when measured in terms of the size of 
investment.  
Profits are the soul of the business without which it is lifeless. For 
accounting purpose the profit is the difference between total revenue and 
total expenditure over a period of time. 
Profits are the cream of the business without it may not serve the 
purpose its true that profits are useful intermediate beam towards which 
capital should be detected" Weston and Brighan mentioned that "to the 
financial management profit is the test of efficiency and a measure of 
control, to the owners a measure of the worth of their investment, to the 
creditors the margin of safety, to the government a measure of taxable 
capacity and a basis of legislative action and the country profit is an index 
of economic progress national income generated and the rise in the 
standard of living, while profitability is an outcome of profit. In the other 
words no profit derived towards any profitability. It may be remarked that 
the profit making ability might denote a constant or improved or 
deteriorated state of affairs during a given period. Thus, profit is an 
absolute connotation where as profitability is a relative concepts. 
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As outcome of above statement it can be said that profitability is a 
broader concept comparing to the concept of profit levels of profitability 
which helps in establishing quantitative relationship between profit and 
level of investment or sales. 
Profitability indicates the capacity of management to generate 
surplus in the process of business operations. Sometimes the terms 
profitability and profit ae used synonymously but there is difference 
between the two. Profitability has a sense of relativity, where as the term 
profit is used in absolute sense. 
4.2.2 Measurement Tool of Profitability: 
For making policy decision under different situations, 
measurement of profitability is essential. According to Murthy V.S. "The 
most important measurement of profitability of a company is ratio e.g. 
profitability of assets, variously referred to as earning power of the 
company, Return on total investment or total resources committed to 
operations, profitability ratios are calculated to measure the operating 
efficiency of the bank. According to Block and Hirt "The income 
statement is the major device for measuring the profitability of a bank 
over a period of time." Measurement of profitability is as essential as the 
earning of itself for the business concem. Some managerial decision like 
rising of additional finance, further expansion, problems of bonus and 
dividend payments rest upon this measurement. It can be measured for a 
short term and as well as for a long term. The relation to sales is the good 
short-term indication of successful growth while profitability in relation 
to investment is the healthier for long growth of the business. Profitability 
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provides overall performance of a company and useful tool for forecast 
measurement of a company's performance. "The overall objective of a 
business is to earn a satisfactory return/profit on the funds invested in it, 
while maintaining a sound financial position profitability measures 
financial success and efficiency of management. 
The importance of analysis of profitability performance can be 
seen from the reality that besides the management and owners of the 
company, financial institutions, creditors, bankers also look at its 
profitability. Appraisal of performance as regards to profitability can be 
drawn from interpreting various ratios. However there are few factors 
affected to the firm's profitability. Each factor in turn will affect the 
profitability ratio. Diagram No.-1, describes factors that affect of different 
profit ratios and shows which ratio relates to explain other ratios. 
4.2.3 Profitability from the view point of Management 
1. Gross Profit Ratio:- 
 "The excess of the net revenue from sales over the cost of 
Merchandise sold is called gross profit, gross profit on sales or gross 
margin." 
It is a ratio expressing relationship between Gross Profit earned and 
Net sales. It is useful indication of the profitability of business. This ratio 
is usually expressed as a percentage. 
This ratio calculated by dividing gross profit by net sales and is 
usually expressed as a percentage. The formula of gross profit ratio is 
given below: 
104 
 
100PrPr ×=
SalesNet
ofitGrossRatioofitGross  
The gross profit ratio highlights the efficiency with which 
management produces each unit of products as well as it indicates the 
average spread between the cost of goods sold and the sales revenue. Any 
fluctuation in the gross profit ratio is the result of a change in cost of 
goods sold or sales or both. A high gross profit ratio is a mark of 
effectiveness of management. The gross profit ratio may increase due to 
any of the below factors:  
→ Lower cost of goods sold where sales prices remaining constant. 
→ Higher sales prices where cost of goods sold remaining constant. 
→ An  increase  in the  proportionate volume of higher margin items. 
→ A combination of variations in sales prices and costs. 
While in the case of low profit ratio it may be reflected higher cost 
of goods sold due to firm's inability to purchase at favorable terms, over 
investment in plant and machinery etc. Secondly, this ratio will also be 
low due to a decrease in price in the market. 
The ratio shows whether the mark-up obtained on cost of 
production is sufficient. There is no standard norm for reasonableness of 
gross profit ratio. However, it must be enough to cover its operating 
expenses. In many industries, there are more or less recognised gross 
profit ratios and the business should strive to maintain this standard. 
If this ratio is low, it indicates that the cost of sales is high or that the 
purchasing is inefficient. Alternatively, it may also mean that due to 
depression, the selling price is reduced but there may be no corresponding 
reduction in cost of sales. In such a case, the management must 
investigate the causes and try to bring up this ratio. 
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This ratio expresses the relationship of gross profit to net sales in 
terms of percentage. The determinants of this ratio are the gross profit 
and sales, which means net sales, obtained after deducting the value of 
goods returned by ihs customers from total sales. This ratio is of vital 
importance of judging business results. The financial Manager must be 
able to detect the causes of falling gross profit ratio and initiate action to 
improve the situation. A high gross profit ratio is a sign of good efficient 
management. 
4.3 Concept of Productivity 
"Productivity is the basic mission of any organization to provide 
the maximum welfare for the maximum number. Productivity as a 
measure of efficiency and effectiveness and as a means of improving the 
quality of life is generic from achieving the highest output from the 
limited resources. Productivity implies the certainty of being able to do 
better than yesterday and keeping the tempo continuously to improve 
upon. Such continuous improvements are to be generated through the 
research for new technique, methods, process, materials, software, and 
expertise coupled with vision and dedicated leader - ship having the 
ultimate faith in the welfare in the welfare of human system. " 
Productivity means different things to different people. To workers 
productivity means a speed up in their work pattern. To union leaders it 
means the opportunities to negotiate for higher wages. To management, it 
means increased profitability. To customer, it betters goods after costs. 
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To marketing directors productivity improvement increases the firm's 
competitiveness abroad by reducing the coat of good sold in foreign 
market and to economists; it means an increase in country' s standard of 
living field to gain in output per man-hour. '" 
Productivity is simply the ratio of output to input. When this ratio 
is calculated in based price it indicates the change in productivity 
efficiency over the base year. As the input consist of a number of 
production factors and elements. Productivity can also be determined 
separately for each of these factors. Both the output and the input may be 
expressed in terms of physical units or interims of money. 
Productivity is measured as the ratio between the output of a given 
commodity or service and the inputs used for that product. Productivity 
ratio is the ratio of output of wealthy produced to the input of resources 
used in the process. 
4.4 Concept of Financial Efficiency: 
Financial Efficiency is a measure of the organizations ability to 
translate to its financial resources into mission related activities. Financial 
Efficiency is desirable in all organisations of individual mission. It 
measures the intensity with which a business uses it assets to generate 
gross revenue and the effectiveness of producing purchasing, pricing, 
financing, and marketing decisions. 
At the micro level, ' Financial Efficiency' refers to the efficiency 
with which resources are correctly allocated among competing uses at a 
point of time. 
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Financial Efficiency is a measure of how well an organisation has 
managed certain trade of risk and return, liquidity and profitability in the 
use of its financial resources. 
Financial Efficiency is regarded as a measure of total efficiency 
and a management guide to greater efficiency and the extent of the 
profitability, productivity, liquidity and capital strength can be taken as a 
final proof of a Financial Efficiency. Financial Efficiency directed 
towards evaluating the liquidity, stability and profitability of a concern 
which put together of a concern. 
The word efficiency as defined by the Oxford Dictionary states 
that: "Efficiency is the accomplishment of or the ability to accomplish a 
job with minimum expenditure of time and effort." 
As expressed by Peter Drucker "Doing the things the right way is 
Efficiency." This denotes the fulfillment of the objective with minimum 
sacrifice of the available scarce resource. 
Fantless and speedy compliance to the process or system procedure 
is a measure of efficiency providing a specified volume and quality of 
service with the lowest level of resources capable meeting that 
specification, performance measures   and   or   indicators   are   required.   
These   include  measures   of productivity, unit of volume of service etc.  
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Factors Affecting to Profitability Ratio 
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Above figure states that every factor affected earning power, 
directly or indirectly. The reason is one ratio explains to another. In 
present study profitability ratios of banks can be measured through two 
group i.e. (1) profitability ratios in relation to capital employed. The 
examples of sales based profitability ratio are net profit ratio, operation 
ratio and gross profit ratio and in relation to capital employed and Return 
on owners equity of the banks will be discussed below:  
4.5 Ratio Analysis 
Figures on a firm's balance sheet and income statement are often 
mn< li more informative when related to other figures on those 
statements or to averages for comparable firms in the same industry. 
While it may interesting, for example, to know that a firm's profits were 
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Rs.5 lakhs last year, it may be considerably more helpful to know that 
those profits were earned on sales of  Rs. 5000 lakhs, assets of Rs.400 
Lakhs, and net worth of Rs.200 million. Lending officers are interested in 
relationships that shed light on the direction in which a firm appears to be 
moving, as well as on its current financial condition and recent 
profitability. In analyzing trends, the lending officer is concerned not only 
with the year-to-year and possibly month-to-month changes in aggregate  
quantities such as sales and profits, but also with the trends of such 
important ratios as net income to sales, current assets to current liabilities, 
and total debt to total assets. 
Profitability Ratios can be calculated by the following figures. 
Operating profit rate of return 
Net profit margin 
Return on assets 
Return on common equity 
Fixed charges coverage 
4.5.1 Ratio Trends 
Significant developments often come to light through an 
examination of the trends of a firm's financial ratios over a period of 
years. Just as it is helpful to compare the ratios for one firm with those of 
other firms or with industry averages, it may also be helpful to see 
whether a firm's financial condition or profitability is improving or 
deteriorating and, if so, in what respects.  
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1 Net working capital/total assets. When a firm experiences financial 
difficulties, this ratio usually declines. It was found to be more 
useful in the multiple discriminant model than either the current 
ratio or the acid test ratio. 
2  Retained earnings/total assets. This is a measure of cumulative 
profitability over time. The ratio tends to be small for young and 
unprofitable firms, where bankruptcy frequently occurs. 
3  Earnings before interest and taxes/total assets. This is a good 
measure of the true productivity of a firm's assets before the impact 
of taxes and financial leverage. 
4  Market value of equity/book value of total debt. This ratio has been 
found to be a better predictor of bankruptcy in the discriminant 
model than the ratio of debt to net worth based on book values. The 
presence of this variable in the model, however, limits it to the 
analysis of firms whose stocks are publicly held. 
5  Sales/total assets. This ratio shows the sales-generating ability of 
the firm's assets. Taken alone, it is a very poor predictor of 
bankruptcy, but when combined with the other four ratios it ranks 
second in its contribution to the overall discriminating power of the 
model. (Edward I. Altman, "Financial Ratios, Discriminant 
Analysis and the Prediction of Corporate Bankruptcy," Journal of 
Finance 23 (September 1968):589-690. 
111 
 
Gross income of banks is determined by the rate of return on loans 
and investments, by the level of various fees and charges imposed for the 
performance of certain services, and by the size and composition of 
assets. Bank assets, as we have already learned, have increased 
substantially in recent years and so has the return on these assets. Al-
though fees for various services have increased and will probably do so in 
the future, interest on earning assets provides the bulk of bank income. In 
fact, interest from loans and investments accounts for almost 90 percent 
of bank operating income. 
Banking is a highly personalized service industry; consequently, 
the expenses of banks are to a great extent fixed, especially in the short 
run. Banks, like public utilities, bear a certain degree of public interest, 
and the capacity to serve the public must be available at all times. Banks 
are not in a position to produce for inventory, suspend operations, or 
reduce their labor force appreciably as are some industries; therefore, 
bank expenses in the short run are not closely correlated with the volume 
of business conducted. This is not to say that bank management has no 
control over expenses in the long run. Over the years banks have im-
proved their organizational structures, expanded their services, and in-
troduced data-processing equipment, all of which have reduced the cost 
of operation. 
4.6 Commercial Bank Profits 
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Although the net income of banks has varied over the years, in 
general the trend has been upward. Normally banks have followed a 
policy of retaining a relatively large portion of their profits after income 
taxes. The percentage paid out in the form of dividends by banks has been 
less variable than for all corporations, a reflection of the relative stability 
of bank profits and the consistent policy of bank management to "plough 
back" a sizeable amount of profits annually. 
Several methods may be used to measure bank profitability, all of 
which have some advantages as well as shortcomings. A popular method 
is to relate profitability to total bank assets. The rate of return on assets is 
a valuable measure when comparing the profitability of one bank with 
another or with the commercial banking system. A low rate might be the 
result of conservative lending and investment policies or excessive oper-
ating expenses. If time and savings accounts comprise an unusually large 
proportion of total deposits, interest expense may be higher than average. 
Banks could, of course, attempt to offset this by adopting more 
aggressive lending and investment policies to generate more income. A 
high rate of return on assets may be the result of efficient operations, of a 
low ratio of time and savings deposits to total deposits, or of high yields 
earned on the assets. If the latter is true, the bank may be assuming a high 
level of risk; for the higher the returns yielded by assets, the more likely 
they are to embody higher degrees of risk. This is not necessarily bad, for 
the bank may be doing a good job of managing its assets, but it may be 
subjecting itself to large potential losses. 
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Rate of return on total assets does not show how well the bank is 
performing for its owners. For this reason, bankers and bank stockholders 
look closely at earnings per share. This is an excellent way to see how 
well a bank has done compared to previous years or to management's 
expectations. Earnings per share divided by book value per share shows 
the rate of return earned on owners' equity; that is, how effectively the 
owners' contributions were employed during the year. It is difficult to use 
earnings per share to compare banks, however, because dividend-payout 
ratios may differ. If one bank has a high payout ratio and another a low 
payout ratio, the percentage growth in earnings for the first, all else 
remaining equal, would not be as great as for the second because of the 
smaller increase in the first bank's capital base in the previous year. A 
second weakness of the earnings-per-share method of comparing banks is 
evident in the case of a rapidly growing bank which must add additional 
outside equity capital in order to maintain an adequate equity base. The 
new shares will dilute earnings per share so that for, perhaps, two or three 
years after the new issue is sold, earnings per share will not be a fair 
indicator of the bank's performance. 
The third commonly used measure of profitability is rate of return 
on capital, calculated by dividing net income by the total of the capital 
accounts. This is the same as rate of return on owners' equity in the case 
of a bank whose capital consists entirely of ownership accounts: common 
stock, surplus, undivided profits, and capital reserves. Many larger banks 
raise part of their capital through the sale of preferred stock, capital notes, 
and debentures, however, so for such banks the rate of return on capital 
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would differ slightly from the rate of return on owners' equity. Preferred 
stock and debt issues comprised 7.2 percent of bank capital in the United 
States as of the end of 1973. 
To summarize recent trends in bank profitability and the reasons 
for changes that have occurred, it is useful to consider first the operating 
income and expenses of banks. Operating income has been rising in 
recent years. This increase is primarily a reflection of two factors—higher 
interest rates on loans and investments and an increasing proportion of 
assets consisting of higher yielding loans. Operating expenses have been 
rising even faster, with higher interest payments on time and saving 
deposits and other borrowed money accounting for most of the 
differential. The higher interest payments are due both to higher interest 
rates and to the more rapid growth of time and savings deposits (as 
compared with non-interest bearing demand deposits) and other borrowed 
money. Time deposits, for example, grew from about 45 percent of total 
deposits in 1969 to about 55 percent in 1973. Salaries and have 
The increasing productivity of assets has not offset the declining 
profit margins in the banking system. A well-known analytical model 
relates profit margins and asset productivity in the following manner: 
)(Re)()arg(Pr assetsonturnctivityAssetproduinofitm =×  
This relationship, for the banking system, can be expressed as 
follows 
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4.7 Conclusion: 
Here we have studied concept framework fo profitability, factors 
affecting it and various ratio analysis techniques. Actual data of five 
sample mahila cooperative banks are tabulated in the next chapter.
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Chapter-5 
FINANCIAL PERFORMANCE OF SAMPLE MAHILA CO-
OPERATIVE BANKS 
5.1 Introduction: 
 For the assessment of the growth of sample mahila  co-operative 
banks, the resources such as share capital, Reserve, Deposits and 
Borrowings were studied. The loan operations, recovery of loans, 
profitability, etc., were also studied in this chapter. In order to know the 
actual position of financial performance of sample banks, the technique 
of Ratio Analysis was adopted. 
Functions of Commercial Banks 
The business of banking is very broad and far-reaching; with the 
recent introduction of the one-bank holding company and the possibility 
of relaxation of some of the restrictions imposed on banking, the number 
and variety of services provided by commercial banks will probably ex-
pand. Recent innovations in banking include the introduction of credit 
cards, accounting services for business firms, factoring, leasing, partic-
ipating in the Eurodollar market, and lock box banking. Moreover, many 
banks are employing management science techniques to improve the 
many financial services provided. The importance of commercial banks 
can best be illustrated by a brief explanation of their major functions. 
The commission appointed by President Nixon to study all 
financial institutions, commonly referred to as the Hunt Commission after 
the chairman, stated that, 
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".....greater flexibility and operational freedom in the financial 
structure will improve the allocation of resources to the nation's economic 
and social needs. Within the limits necessary for soundness and safety, the 
Commission seeks to remove unworkable regulatory restraints as well as 
provide additional powers and flexibility to the various types of financial 
institutions. (The Report of the President's Commission on Financial 
Structure and Regulation, Washington, D.C., December1971, pp.8-9) 
Very generally, the recommendations authorize depository 
institutions to engage in a wider range of financial services. At the same 
time, the recommendations require that after a transitional period, all 
institutions competing in the same markets do so on an equal basis. It is 
essential, for example, that all institutions offering third party payment 
services have the same reserve requirements, tax treatment, interest rate 
regulations, and supervisory burdens. The critical need for competition on 
equal terms causes the Commission to emphasize the interdependence of 
the recommendations and warn against the potential harm of taking piece-
meal legislative action. When financial institutions compete on equal 
terms, with respect to reserves, taxes, rate regulations, and supervision, 
there should be no need for ad hoc protective policies in future periods of 
economic stress. 
The recommendations are interrelated and the Commission urges 
that they be considered as a package, even though some of the proposed 
changes, if enacted separately, would improve the financial system. The 
Commission believes that piece-meal adoption of the recommendations 
raises the danger of creating new and greater imbalances.6 
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Well-functioning financial intermediaries should be able to develop 
and use technological opportunities without significant strain on the 
system. It is widely believed that the financial sector has entered a period 
of rapid change. Technology is expected to influence the operating 
methods and structure of financial institutions in important but as yet 
uncertain ways. In the next few decades, technology may well have a 
more pervasive impact on financial structure than inflation has had in 
recent decades. The Commission is concerned with achieving a 
regulatory framework that allows adequate freedom for financial firms to 
adjust to new technological possibilities, encourages new types of 
financial firms to emerge, and at the same time assures that the resulting 
benefits will flow to the public.  
".....Modifications in the structure and regulation of the financial 
system are urgently needed."7 (Ibid., pp.-14-15) 
Commercial banking, with its great reliance on public confidence 
and influence on the nation's economic life, needs high quality 
management and organizational structure. With them, banks can attain 
maximum operating efficiency and profitability. Commercial banks are 
quasi-public financial institutions and must abide by many regulations, so 
their organizational structure differs in some respects from that of other 
business firms. 
5.2 Share Capital and Reserve Bank of India: 
 Share capital is one of the primary sources of internal capital in 
mahila co-operative banks; it may be referred to as 'owned or risk capital' 
as the supplier of this capital is the owner of the organization in a real 
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sense and shares the loss or gains. Share capital occupies an important 
place in owned funds. Owned funds can be increased by increasing the 
share capital, because reserves cannot be increased so easily. 
The minimum amount of share capital at the time of registration of 
mahila co-operative banks was fixed by the State Governments and the 
Reserve Bank of India. The minimum amount of share capital at the time 
of registration fixed by the then Madras Government was Rs. 20,000 in 
1938, and there were many changes in it. However, recently the Reserve 
Bank of India has laid down the condition of minimum share capital in 
order to encourage the healthy growth of urban banks. The RBI has 
stipulated the minimum share capital of Rs. 3 Lakhs for a new bank in 
semi-urban areas and even more capital is required for the registration of 
a bank in urban and metropolitan cities. With a view to making the urban 
banks viable, the minimum requirement of share capital was different in 
urban, semi-urban and metropolitan cities. The viability norms of the 
banks have been mainly based on the share capital. 
5.2.1 Linking of Share with Borrowing: 
 One of the means of raising share capital contribution of members 
is linking of borrowing with share capital. The RBI has suggested the 
ratios of share-holding to borrowings to be 1:20 (5 per cent) in repect of 
unsecured advances and 1:4 (2.5 per cent) in respect of advances against 
tangible securities. In respect of borrowings may be 1:100 ( 1 per cent) in 
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the initial stages, to be raised to 1:40 (2.5 per cent) in the course of the 
next two years. The linking of share with borrowings is essential for 
providing borrowing power, as well as for inculcating in members a sense 
of belonging to institutions. 
5.2.2 Face Value of Shares: 
 The face value of shares suggested by the RBI is ordinarily more than 
Rs.25, so that small persons can also become the members of the bank. 
In view of the above discussion, the position of share capital of the 
six sample banks was observed. 
5.2.3 Growth of Share Capital in Sample Banks: 
5.2.3.1 Authorized Share Capital in Sample Banks:- 
In respect of an authorised share capital, as on 31st March, 2010. 
The Bapunagar Mahila Co-oprative Bank Ltd., Ahmedabad was having 
the high test (Rs.2 Crores) followed by The Mahila Vikas Co-operative 
Bank Ltd., Vasna, Ahmedabad, Mahila Sahakari Bank Ltd. Vadodara and 
the Mehsana Mahila Sahakari Bank Ltd., Mehsana (Rs One Crore each) 
and Shree Laxmi Mahila Sahkari Bank Ld., Mehsana was last among 
sample Mahila Co-operative Banks with authorized capital of Rs. 50 
Lakhs. Taking into consideration  the area, of operation population and 
needs of women all the sample Mahila Co-operative banks have kept 
sufficient authorized share capital. 
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5.2.3.2 Paid-Up Share Capital:- 
Table:5.1 Growth of Paid-Up Share Capital in Sample Mahila Co-
operative banks from 2005-06 to 2009-10 
 Bapunagar 
Ahmedabad 
Vasna 
Ahmedabad 
Baroda Mehsana 
Mahila 
Laxmi Mahila 
Mehsana 
2005-06 14,31 45.02 NA 46.86 31.68 (85.72) - - (-0.32)  
2006-07 114.52 41.22 NA 48.18 32.18 (28.80) (-4.80)  (1.32) (0.50) 
2007-08 131.80 42.14 NA 48.29 32.51 (17.28) (0.92)  (0.11) (0.33) 
2008-09 139.41 42.14 50.46 48.57 32.97 (7.61) (0.00)  (0.28) (0.46) 
2009-10 149.66 41.99 45,960 50.10 33.87 (10.25) (-0.15) (50.46) (1.82) (0.90) 
Annual 
Average 
Growth 
15.99 -1.00 0.0 0.81 0.55 
N.B.: Figure in the brackets show the increase over the previous year. 
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Table 5.1 shows the growth of share capital in sample banks. The 
analysis clearly shows that the paid up share capital. The Bapunagar 
Mahila Co-operative bank Ltd. was the highest (Rs. 149.66 lakhs) 
followed by Mahila Sahakari Bank Ltd., Vadodara (Rs. 50.46 lakhs), The 
Mehsana  Mahila Shakari Bank Ltd., Mehsana (Rs. 50.10 lakhs), The 
Mahila Vikas Co-oprative Bank Ltd., Vasna, Ahmedabad (Rs. 41.99 
lakhs) and shree Laxmi Mahila Sahkari Bank Ltd., Mehsana was last 
among sample Mahila Co-operative Banks with paid-up share capital of 
Rs.33.87 lakhs. In other words, the paid up share capital of The 
Bapunagar Mahila Co-operative Bank Ltd., Ahmedabad was five times 
more than Shree Laxmi Mahila Shakari Bank Ltd., Mehsana and three 
times more than the Mahila Vikas Co-operative Bank Ltd., Ahmedabad, 
Mahila Shakari Bank Ltd., Vadodara and The Mehsana Mahila Sahakari 
Bank Ltd., Mehsana. The yearwise growth of Share Capital in all the 
banks was not uniform during the period of study. The annual average 
growth was Rs. 15.99 lakhs in The Bapunagar Mahila Co-operative Bank 
Ltd., Ahmedabad while it was-1.00 lakh in The Mahila Vikas Co-
operative Bank Ltd., Vasna, Ahmedabad, No Change in The Mahila 
Sahakari Bank Ltd., Vadodara. Average Rs. 0.81 lakh increase in The 
Mehsana Mahila Co-oprative Bank Ltd, Mehsana and average Rs. 0.55 
lakh growthin shree Laxmi Mahila Sahkari Bank Ltd. Mehsana. In this 
way the Bapunagar Mahila Co-operative Bank Ltd., Ahmedabad was first 
among the sample mahila co-operative banks in terms of annual average 
growth rate of share capital also. 
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5.2.4 State Participaton in Share Capital 
The urban co-operative banks are financing the cottage and small-
scale industries and hence they require more share capital. For this 
purpose the participation of State Government in share capital was 
accepted by the All India Conference Urban Credit Cooperatives as long 
as in 1969. 
It was observed that the general trend of the state government i not to 
monitarily capitalise in co-oprative banks. This shows that the Mahila Co-
operative Banks were dependent upon the financial help from state government. 
5.3 Reserve and Other Funds:- 
Many co-operators argue that the share capital of urban bank^ 
forms the minor part of its resources and the main attention has to be paid 
on the formation of considerable reserves. The reserve and other funds 
are created by the bank from profit. The reserve fund is to be invested as 
per Section 70 of Maharashtra State Cooperative Societies Act, 196Q, 
and it could only be used with the prior approval of the Registrar of Co-
operative Societies. The other funds can be used freely. The strong 
reserves allow the co- operative bank to contract borrowing from other 
banking institutions. Generally, reserve fund is upto 25 per cent of the 
total annual net, profit. Besides the reserve fund, the following funds can 
be mented by the urban banks : 
1. Bad and Doubtful Fund  
2.  Investment Depreciation Fund 
3.  Dividend Equalization Fund 
4.  Building Fund, etc. 
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The provision for reserves fund is compulsory, while that for the 
other funds is voluntary. The provision for other funds is made for certain 
purposes depending upon the specific needs of the bank. 
Table 5.2: Growth of Reserve Funds in Sample Mahila Co-operative 
Banks From 2005-06 to 2009-10 
 Bapunagar 
Ahmedabad 
Vasna 
Ahmedabad 
Baroda Mehsana 
Mahila 
Laxmi 
Mahila 
Mehsana 
2005-06 133.55 50.33 NA 57.96 68.21 (22.91) - - (5.41) NA 
2006-07 198.31 76.75 NA 68.07 75.15 (64.76) (26.42)  (10.11) (6.94) 
2007-08 212.87 75.11 NA 74.14 85.13 (44.56) (-1.64)  (6.07) (9.98) 
2008-09 243.19 90.23 NA 78.89 92.67 (30.32) (15.12) (21.77) (4.75) (7.54) 
2009-10 273.85 105.74 NA 85.11 101.20 (30.66) (15.51) (21.87) (6.22) (8.53) 
Annual 
Average 
Growth 
38.64 13.85 0.10 6.51 8.24 
N.B.: Figre in the brackets show the increase over the previous year. 
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 Table 5.2 reveals that the growth of reserve and other funds during the 
period of 5 years was at varying degrees. However the reserves have 
increased in all the sample banks, except the loss of Rs. 1.64 lakhs in The 
Mahila Vikas Corporative Bank Ltd., Vasna, Ahmedabad in the year 2007-
08. The reserves of The Bahunagar Mahila Co-operative Bank  have jumped 
from Rupees 133.55 lakhs in 2005-06 to Rs. 198.31 lakhs in 2006-07, 
(+64.76 lakhs), Rs. 212.87 lakhs in 2007-08 (+44.56 lakhs), Rs. 243.19 lakhs 
in 2008-09 (+30.32 lakhs) and Rs. 273.85 lakhs in 2009-10 (+30.66 lakhs). 
The average annual growth of reserve fund was Rs. 38.64, which put the 
Bank on first rank among the sample mahila co-operative banks in 5 years. 
In  case of The Mahila Vikas Co-operative Bank Ltd., Vasna 
Ahmeabad reserve fund was Rs. 50.33 lakhs in 2005-06, Rs. 76.75 in 2006-
07 (+26.42 lakhs) Rs. 75.11 lakhs in 2007-08 (-1.64 lakhs), Rs. 90.23 lakhs 
in 2008-09 (+ Rs. 15.12 lakhs) and Rs. 105.74 lakhs in 2009-10 (+ Rs. 15.51 
lakhs). The annual average growth of reserve fund was Rs. 13.85 lakh. 
Butting the bank at second rank among sample mahila co-operative banks. 
Sufficient information was not available for mahila Sahkari Bank 
Ltd. Vadodara. Only an increase of Rs. 0.10 lakh was observed from Rs. 
21.77 lakhs in 2008-09 to Rs. 21.87 lakhs in 2009-10. 
In case of The Mehsana Mahila Sahkari Bank Ltd., Mehsana 
reserve fund was Rs. 57.96 lakhs in 2005-06 (+5.41 lakhs), Rs. 68.07 
lakhs in 2006-07 (+ 10.11 lakhs), Rs. 74.14 lakhs in 2007-08 (+6.07 
lakhs), Rs. 78.89 lakhs in 2008-09 (+4.75 lakh), and Rs. 85.11 lakhs in 
2009-10 (+ REs. 6.22 lakhs). The annual average growth for the said 
bank was Rs. 6.51 lakhs putting the bank at fourth rank. 
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In case of Shree Laxmi Mahila Sahkari Bank Ltd., Mehsana 
reserve fund was Rs. 68.21 lakhs in 2005-06, Rs. 75.15 lakhs in 2006-07 
(+ 6.94 lakhs than the previous year), Rs. 85.13 lakhs in 2007-08 (+9.98 
lakhs), Rs. 92.67 lakhs in 2008-09 (+7.54 lakhs) and 101.20 lakhs in 
2009-10 (+8.53 lakh). The annual average growth in reserve fund for the 
said bank was Rs. 8.24 lakhs putting the bank at third rank among the 
sample mahila co-operative banks. 
The above analysis clearly shows that, the internal capital position 
except Mahila Sahkari Bank Ltd., Vadodara was comfortable. Of course, 
there is a need for augmentation of the internal capital as well as more 
attention on recovery of over dues. 
5.4 Owned Funds: 
Table 5.3: Growth of owned funds in sample Mahila Cooperative 
banks from 2005-06 to 2009-10 
Year Bapunagar 
Ahmedabad 
Vasna 
Ahmedabad 
Vadodara Mehsana 
Mahil 
Laxmi 
Mahila 
Mehsana 
2008-09 238.97 47.59 76.05 84.0 80.05 
2009-10 
277.16 48.94 76.18 88.92 88.34 
(36.19) (1.35) (0.13) (4.12) (8.29) 
 
N.B.: Figures in the brackets show the increase over the previous year 
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If we observe the growth rate of owned funds of the sample banks, 
Table 5.3 shows that the owned funds of all the sample banks  have 
shown an increasing trend in the period of five years i.e. 2005-06 to 
2009-10. However, the highest growth rate of owned funds was found in 
The Bapunagar Mahila Co-operative Bank Ltd., Ahmedabad (Rs. 36.19 
lakhs) followed by Rs. 8.29 lakhs in Shree Laxmi Mahila Sahakari Bank 
Ltd. Mehsana, Rs. 4.12 lakhs  in The Mehsana Mahila Sahkari Bank Ltd., 
Mehsana, Rs. 1.35 lakhs in The Mahila Vikas Co-operative Bank Ltd., 
Vasna, Ahmedabad and at Last 0.13 lakh in Mahila Sahkari Bank Ltd., 
Vadodara. 
The growth of owned funds has the positive correlations with the 
growth of membership, share capital, loan operations and net profit of the 
concerned banks. If we observe table 5.1, 5.6 and 5.13 in respect of the 
above terms it will be clearly seen that the annual average growth rates of 
share capital, loan operations and net profit were the highest in the four 
banks i.e. The Bapunagar Mahila Co-operative Bank Ltd., Ahmedabad, The 
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Mahila Vikas Co-operative Bank Ltd., Vasna, Ahmedabad, The Mehsana 
Mahila Shakari Bank Ltd., Mehsana and Shree Laxmi Mahila Shakari Bank 
Ltd., Mehsana. The above analysis clearly shows that the banks have to 
increase their owned funds year after year so that they can be financially 
strong as the owned funds determine the level of borrowing limit. 
5.5 Deposits Mobilization in sample Mahila Co-operative Banks: 
5.5.1 Reasons for the Rapid Growth of Deposits 
Deposits are the chief source of bank funds and currently account 
for about 90 percent of total bank liabilities. The inception of deposits, its 
date lost in antiquity, was the beginning of banking. Many kinds of 
depositors individuals, businessmen, organizations, governments, and 
political subdivisions are willing to carry deposits with banks for a 
variety of reasons. Banks provide safety more safely than a mattress or a 
cooky jar. Practically, all banks are insured by the Federal Deposit 
Insurance Corporation, an agency of the federal government, which 
provides $40,000 in insurance for each account. Demand deposits serve 
as a medium of exchange, and deposits carried in the form of savings or 
time deposits provide a return. Many depositors place a value on 
liquidity, or the availability of funds, and this is provided bank deposits, 
especially when they are in the form of demand deposits. 
1. Urban banks have close link with the members and non-members 
and they have created the confidence in the minds of the 
depositors. 
2. The urban banks are allowed to pay one per cent (1%) more 
interest on deposits than the commercial banks. 
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3. Several urban banks provide banking facilities equal to those of the 
commercial banks. 
4. A few urban banks have started foreign exchange business as well 
as they give 'Fax Services' to their customers. 
5.5.2 Types of Deposits: 
 Urban banks accept current deposits, savings deposits and Fixed 
deposits for periods ranging from six months to two years. Some of the 
banks supply the depositor a small locked box in which small savings can 
be deposited. When the depositors bring the box to the bank, it is opened 
before an official of the bank and the depositor. The collections made in 
this way are deposited on "Home Safe Deposit' account. 
Many banks collect pigmy Deposits or Day Deposits under which a 
member can deposit some amount every day. Urban banks can also 
accept provident fund deposits and security deposits from their staff, 
while acceptance of recurring deposits is common in all the banks. 
5.5.3 Role of Directors in Mobilizing the Deposits in Urban Co-
operative Banks 
 The area of operation of an urban co-operative bank is compact, 
and as its directors are local people, who know their customers, they can 
offer effective personalized services, which also helps in mobilizing 
deposits. Closeness to customers can be achieved by having local 
committees of the Board, and such committees can request the members 
as well as non-members by visiting house to house. 
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5.5.4 Role of Employees in Mobilizing the Deposits in Urban Co-
operative Banks: 
 The employees should necessarily feel that the bank is theirs and 
their future is linked with the future of the bank. Loyalty, sincerity, sense 
of commitment to task could be found in them. Every employee should 
understand particularly in: 
 1. Raising resources in the competitive environment. 
2. Developing professional outlook. 
"It is said that good personnel can make up for deficiencies in an 
organization, but the best organization cannot make up for poor 
personnel." 
In the case of deposit mobilization, the employees have to render 
good services and relations with customers. While speaking about the 
customers relations in urban co-operative banks, an expert in the financial 
management has suggested the following measures:1 
1. The employee should not give room for complaints to 
customers. Promptness should be shown in disposing the 
complaints. 
2. The language used to the customers should not be harmful. 
3. Proper and good words should be used. 
4. One should not lose temper under any circumstances. 
According to time, one has to innovate the customer services so as 
to attract more customers and deposits. Gandhiji in 1934 said, 
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"A customer is the  most important visitor to our premises. He is 
not dependent on us. We are dependent on him. He is not an outsider to 
our business. He is doing us a favor by giving us opportunity to do so." 
One must know that the the satisfied customers will bring other 
customers to the bank Even the RBI Governor has stated that "The 
deposit mobilization in futrure can depend upon the innovative schemes 
and publicity made by the banks."2 The public sector banks have already 
collected Rs. 5 crores for publicity of deposits. Therefore, the urban co-
operative banks should take proper care in this respect. 
5.5.5 Growth of Deposits in Sample Mahila Co-operative Banks: 
Table 5.4: Growth of Deposits in sample Mahila Cooperative Banks 
from 2005-06 to 2009-10 
Year Bapunagar 
Ahmedabad 
Vasna 
Ahmedabad 
Vadodara Mehsana 
Mahil 
Laxmi 
Mahila 
Mehsana 
2005-06 138.44 798.67 NA 272.19 316.09 
(194.73) (-) - (-10.14) (NA) 
2006-07 1354.6 1111.97 NA 262.76 290.05 
(-287.55 (373.30)  (-9.43) (-26.04) 
2007-08 1621.75 1267.76 NA 278.31 292.29 
(266.86) (155.79)  (15.55) 2.24) 
2008-09 1626.01 685.05 - 357.77 326.09 
(4.26) (-582.71) (70.49) (79.46) (33.80) 
2009-10 2196.53 1529.67 - 410.38 421.81 
(570.53) (844.62) (108.26) (52.61) (95.72) 
Aeravge 
annual 
growth 
201.57 1046.62 
(197.75) 
89.37 128.05 329.27 
(26.43) 
N.B.: Figurein the brackets show the increase over the previous year 
134 
 
 
As there are no hard and fast rules that can fix the ratio of 'various 
deposits to total deposts, the question is left to the concerned banks. Each 
bank can fix the ratios based on their experience. However, there is 
positive correlation between the deposits and the loans. Table 5.4 shows 
the percentage growth of deposits in the sample mahila banks. 
 The deposits of sample banks increased from Rs. 26.43 lakhs in 
Shree Laxmi Mahila Sahkari Bank Ltd., Mehsana to Rs. 201.57 lakhs in 
The Bapunagar Mahila Co-operative Bank Ltd., Ahmedabad. 
The Bankwise position of deposits shows that the average growth 
of deposits in The Bapunagar Mahila Co-operative Bank Ltd., 
Ahmedabad was Rs. 201.57 per annum. In 2009-10 rate of growth was 
the highest (Rs. 570. 53 lakhs), lowest (-28.55 lakhs)  2006-07, only Rs. 
4.26 lakh increase 2008-09 while moderate in 2005-06 (194.73lakhs) and 
2007-08 (Rs. 266.86 lakhs). 
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In case of The Mahila Vikas Co-operative Bank Ltd., Vasna, 
Ahmedabad the deposit was increased by Rs. 373.30 lakhs putting the 
growth at Rs. 1111.97 lakhs in 2006-07, Rs. 1267.76 lakhs in 2007-08 (+ 
Rs. 155.79 lkahs), Rs. 685.05 lakhs (-Rs. 582.71 lakhs and Rs. 1529.67 
lakhs (+ Rs. 844.62 lakhs) in 2009-10. The average annual growth was 
Rs. 197.75 lakhs. 
In case of Mahila Sahkari Bank Ltd., Vadodara data for 2005-06, 
2006-07 and 2007-08 were not available. In 2008-09 it was Rs. 70.49 
lakhs while in 2009-10 it was 108.26 lakhs (+Rs. 89.37 lakhs) 
In The Mehsana Mahila Sahakari Bank Ltd., Mehsana the deposit 
was Rs. 272.19 lakh (-10.14 Lakhs) than the previous year in 2005-06 Rs. 
262.76 lakhs (furhter decrease of Rs. 9.43 lakhs) in 2006-07, Rs. 278.31 
lakhs (+15.55 lakhs) in 2007-08, Rs. 357.77 lakhs (+79.46 lakhs) in 
2008-09 and Rs. 410.38 lakhs (+52.61 lakhs) in 2009-10. The average 
annual growth was Rs. 128.05 lakhs for the said bank. 
For Shree Laxmi Mahila Sahkari Bank Ltd., the deposit was Rs. 
316.09 lakhs in 2005-06, Rs. 290.05 lakhs (- Rs. 26.04 lakhs) in 2006-07, 
Rs. 292.29 lakhs (+2.24 lakhs) in 2007-08, Rs. 326.09 lakhs (+ Rs. 33.8 
lakhs) in 2008-09 and Rs. 421.81 lakhs (+95.72 lakhs) in 2009-10. The 
average annual growth in deposit for the bank was Rs. 26.43 lakhs. 
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5.5.6 Composition of Deposits in Sample Mahila Co-operative 
Banks as on 31-03-2010. 
Table 5.5: Composition of Deposit in Sample Mahila Cooperative 
banks as on 31-03-2010 
Year Bapunagar 
Ahmedabad 
Vasna 
Ahmedabad 
Vadodara Mehsana 
Mahila 
Laxmi 
Mahila 
Mehsana 
Fixed 
Deposits 6,13,79,802 8,42,97,837 1,06,19,0000 5,53,87,367 2,51,83,527 
Savings 
Deposits 9,80,99,287 2,40,73207 0,00 1,52,87,095 1,61,02,613 
Current 
Deposits 6,01,74,013 12,33,85,677 2,07,071 3,63,258 8,94,657 
Total 21,96,53,102 23,17,56,721 1,08,26,071 4,10,37,721 4,21,80,797 
N.B.: Figures in the brackets show the increase over the previous year 
 The composition of various types of deposits in sample mahila co-
operative banks was studied in Table 5.5. In the Bapunagar Mahila Co-
operative Bank Ltd., Ahmedabad out of the total deposits, savings 
deposits was at the first rank (Rs. 9,80,99,287), Fixed Deposits was at the 
second rank (Rs. 6,13,79,802) and current deposit was at last i.e. third 
rank (Rs. 6,01,74,013). The total deposit was Rs. 21,96,57,102. 
For the Mahila Vikas Co-operative Bank Ltd., Vasna, Ahmedabad, 
current deposits was at the first rank (Rs. 12,33,85,677), Fixed deposits 
was at the second rank  (Rs. 8,42,97,837) and savings deposit was at the 
third rank (Rs. 2,40,73,207) Total deposit was Rs. 23,17,56,721. 
In Mahila Sahkari Bank Ltd., Vadodara Current deposits was at the 
first rank (Rs. 2,07,071), and fixed deposits was at the second rank (Rs. 
1,06,19,000), savings deposit was nil. The total deposits for that bank was 
Rs. 1,08,26,071. 
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For the Mehsana Mahila Sahkari Bank Ltd., Mehsana, Fixed 
deposits was at the first rank (Rs. 2,53,87,367), savings deposits was at 
the second rank (Rs.1,52,87,095) and current deposits was at  the third 
rank (Rs. 3,63,258). The total deposits for that bank was Rs. 4,10,37,721. 
In Shree Laxmi Mahila Sahkari Bank Ltd., Mehsana also Fixed 
deposits was at the first rank (Rs. 2,51,83,527). Savings deposits was at 
the second rank (Rs.1,61,02,613) current deposits was at the last i.e. third 
rank (Rs.8,94,657). The toal deposits for that bank was Rs. 4,21,80,797. 
Comparing the total deposits The Mahila Vikas Co-operative Bank 
Ltd., Vasna, Ahmedabad was at the first rank with the figure of Rs. 
23,17,56,721. At the second rank the Bapunagar Mahila Co-operative 
Bank Ltd., Ahmedabad was with the amount of Rs. 21,96,53,102. The 
third rank was secured by Shree Laxmi Mahila Sahkari Bank Ltd., 
Mehsana with Rs. 4,21,80,797. The Mehsana Mahila Sahkari Bank Ltd., 
Mehsana was at the fourth rank with Rs. 4,10,37,721. Mahila Sahkari 
Bank Ltd., Vadodara was at the last rank amongst the sample banks with 
the figure of Rs.1,28,26,071. 
5.6 Borrowing of Sample Mahila Co-operative Banks 
Occasionally urban co-operative banks borrow funds District and 
Apex co-operative banks either on a clean basiij against the pledge of 
securities but such borrowings are not i preciable. The by-laws of the 
bank provide the maximum limit \ which they can borrow in relation with 
their paid-up capital; certain reserves. Normally, the maximum borrowing 
power aii times of the owned funds, has been considered sufficient to su; i 
the perspective lending programme. The banks should not i beyond these 
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limits, nor should they utilize securities which  been earmarked against 
certain specific reserves for borrowing An analysis of the borrowings of 
the sample banks during lli period of five years of study shows that 
except Bapunagar bank, remaining banks were not dependent on 
borrowings or texture finance. The Bapunagar Women's bank has availed 
itself of the \ rowing of maximum Rs. 3.96 lakhs in the year 1987-88 
from Dil Central Co-operative Bank on pledge of gold. It was happy to rii 
that the majority of women's co-operative banks were less ent on external 
borrowings as these banks were well aware of I fact that borrowings from 
external agencies were regarded as "hi in hospital". 
It was also found that none of the sample women's banks has 
availed itself of the Refinance Credit facilities available for meeting the 
working capital requirements of small-scale units run by individuals, 
under Section 17(2)bb of Reserve Bank of India. The Industrial Bank of 
India has also been allowed re-finance facilities to the urban banks (A and 
B Audit Classess) against medium-term finance granted by them to the 
industrial concerns; but this facility was also not availed of by the 
women's banks. 
5.7 Loan Operations of Urban Co-operative Banks : 
Asset management is the term used to describe the allocation of 
funds investment alternatives. Applied to commercial banking, the term 
refers to the distribution of funds among cash, security investments, 
loans, and other assets. Specialized areas of asset management include 
liquidity, portfolio, and loan management.  
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Lending is probably the most important service provided by banks. 
Loans are the most important asset  held by banks, and bank lending 
provides the bulk of bank income. Loans have increased significantly 
over the years. Loans of all insured banks doubled from 1950 to 1960 and 
more than tripled since then. Obviously, inflationary pressures had much 
to do with this phenomenal increase, but the gain was very large, even 
when adjusted for the rise in prices. As would be expected, some types of 
loans increased more rapidly than did others. Commercial and industrial 
loans showed the greatest increase, followed by consumer and real estate 
loans. Not only have loans increased but they have also become a larger 
percent bank assets. In 1950, for example, loans of all insured banks 
accounted for 31 percent of bank assets, but by 1960 this 
percentage had risen to 47 and at mid-1974 was approximately 60 
percent. The percentage increases varied considerably among banks, with 
the highest found in large commercial banks. 
Factors That Influence a Bank's Loan Policies 
Since lending is important both to the bank and to the community it 
serves, loan policies must be worked out carefully after considering many 
factors. For the most part, these same factors determine the size and 
composition of the secondary reserve and the investment account of a 
bank. The most important are: 
1 Capital position 
2 Risk and profitability of various types of loans 
3 Stability of deposits 
4 Economic conditions 
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5 Influence of monetary and fiscal policy 
6 Ability and experience of bank personnel 
7 Credit needs of the area served 
Table 5.6: Loan Operation and Overdues of Sample Mahila 
Cooperative banks 2008-09 and 2009-10 
Year Bapunagar 
Ahmedabad 
Vasna 
Ahmedabad 
Vadodara Mehsana 
Mahil 
Laxmi 
Mahila 
Mehsana 
2008-09 
Loans 
Outstandin 
10,04,44,723 3,74,77,092 1,78,87,781 53,99,684 40,92,881 
Overdues 29,47,910, NA 00 88,582 NA 
Percentage of 
overdues to 
loan out 
standing 
2.93 NA - 1.64 NA 
2009-10 
Loans out 
standing 
11,26,12,790 4,92,11,371 1,88,82,791 60,09,276 55,35,891 
Overdues 38,51,929 67,48,927 12,56,992 71,611 4,97,766 
Percentage to 
loan 
outstanding 
3.42 13.71 6.66 1.19 8.99 
The loan operations of urban banks consist of granting term loans or 
cash credit loans to their members against their security of mortgage of 
immovable property or on the security of one or more persons who are also 
members, or on the pledge of agricultural produce, industrial good, gold and 
silver bars or ornaments, or on the fixed deposits and insurance policies. 
5.7.1 Terms and Conditions of Loans : 
The bye-laws of urban co-operative banks specify the terms and 
conditions of loans and also it depends upon the opinions of the board of 
directors. The maximum amount of loans, the number of installments 
vary from bank to bank. While granting the loans, the bank examines the 
141 
 
ability of the borrower to pay his debt. The bank officer must guide the 
initial interview tactfully; the following questions should be answered 
while granting the loans.3 
1. Who is the borrower ? 
2. Why did he come to this bank, if he is not a member or 
customer ? 
3.  How much credit is required ? 
4.  What is the purpose of loan ? 
5.  When will the loan be repaid ? 
6.  Where from will the funds come to repay the loan ? 
7.  What financial information is available ? 
5.7.2 Principle of Loanable Funds: 
 Urban banks are under a statutory obligation to maintain cash 
reserves and liquidity asset at a level not less than 28 per cent of their 
total demand and time liabilities. Further, the State Government and the 
RBI also impose restrictions for the disbursement of loans. Therefore, the 
question arises as to how best an urban bank can deploy its resources, 
taking into consideration the maximum profitability. Several studies have 
revealed that an 'optimum' level of loans and advances' should reach at 75 
per cent of the owned funds, 70 per cent of deposits and 100 per cent of 
borrowings. With a view to making optimum utilization of the resources, 
it is necessary that the banks explore the various avenues available in 
their areas of operations for maintaining their advances portfolio at this 
level. For this purpose the banks have to conduct periodical surveys, and 
plan their lending operations accordingly. A rule of thumb method 
adopted for determining the' 'loanable funds' is to set apart about 35 per 
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cent of the total demand and time liabilities of the previous week towards 
liquidity requirements and assume the remaining amount as available for 
credit deployment. 
Having determined the total quatum of funds available for advances, 
the bank should further plan the allocation for the various sectors. As per 
the present guidelines of RBI, urban banks are required to ensure that 60 
per cent of their advances are channelized towards borrowers in priority 
sectors unless the advances, the quantum of overdues and bad debts are 
bound to increase. Thus, the earning capacity of the bank, but is also a 
social work. Progress of loan operation of sample mahila co-operative 
banks is discussed in the following paragraphs. 
5.7.3 Loan operations and overdues of Sample Mahila Co-operative 
banks: 
Table 5.7: Bankwise Details of Loans  
Name of 
Bank 
Short Term loan Medium Term loan Long term loan 
 2008-09 2009-10 2008-09 2009-10 2008-09 2009-10 
Bapunagar 
Ahmedabad 1,21,26,750 1,30,39100 7,41,35,061 8,58,73,182 1,41,82,910 1,37,00,507 
Vasna 
Ahmedabad 1,56,14,111 3,01,15,073 46,94,059 44,40,795 1,71,68,922 1,46,55,503 
Vadodara 14,46,117 7,18,185 1,03,51,100 1,33,34,585 60,87,563 48,30,000 
Mehsana 
Mahila 53,99,684 60,09,276 23,72,585 29,58,422 - - 
Laxmi 
Mahila 
Mehsana 
25,78,807 23,60,130 15,14,074 31,75,761 - - 
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5.7.3.1 The Bapunagar Mahila Co-operative Bank Ltd., 
Ahmedabad 
 The position of outstanding of Bapunagar bank within the period of 
study was satisfactory. In the  year 2008-09 and 2009-10 the growth of 
loans outstanding was 2.93 and 3.42 per cent respectively which was 
somewhat good in comparison of other sample Mahila co-operative 
banks. The percentage of outstanding loans was not exceeding the norms 
of fixed by R.B.I. 
5.7.3.2 The Mahila Vikas Co-operative Bank Ltd., Vasna, 
Ahmedabad: 
 The position of outstanding of Vasna bank was worst among 
sample mahila co-operative bank  with percentage of 13.71% in 2009-10, 
even though the figure did not cross the maximum limit of R.B.I. 
s5.7.3.3 Mahila Sahkari Bank Ltd. Vadodara. 
The position was third among the sample mahila co-operative 
banks with the percentage of 6.66 so far as the overdue of outstanding 
loans is concerned in 2009-10. 
5.7.3.4 The Mehsana Mahila Sahkari Bank Ltd., Mehsana: 
 The position of the said bank was ideal amongst the sample mahila 
co-operative banks. In the year 2008-09 and 2009-10 the trend was 
decreasing from 1.64 per cent to 1.19 per cent which was best as per the 
norms of R.B.I. The Bank stood first in loan operation with minimum 
overdues to loan outstanding amongst sample mahila co-operative banks. 
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5.7.3.5 Shree Laxmi Mahila Sahkari Bank Ltd., Mehsana 
 The bank stood fourth amongst the sample Mahila Co-operative 
banks with 8.99 percentage of overdues to loan outstanding, even though 
the figures, did not cross the norms laid down by R.B.I. 
The overdues  up to the limit of 15 per cent were admissible as per 
guidelines laid down by R.B.I. No one bank crossed this limit. In this way 
all the sample banks were under the regular norms laid down by R.B.I.4 
5.8 Comparative Study of Sample Mahila Co-operative Banks of 
selected Items as on 31-03-2010 
 It reveals that Bapunagar bank ranked first in the following items 
among all other banks. 
1. Total paid-up share capital. 
2. Total membership 
3. Total deposits 
4. Total loans outstanding 
5. Total working capital 
6. Branch operation 
 The table also reveals that the performance of Vadodara Mahila 
Sahkari bank was the lowest in the following items. 
1. Per member average paid-up share capital 
2. Total membership 
3. Total deposits 
4. Total loans outstanding 
5. Total working capital 
Vasna bank was ranked last in  
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1. year of establishment 
2. Lowest in recovery of loans i.e. highest percentage of overdues 
(13.71%) 
The Mehsana Mahila Sahkari Bank Ltd., Mehsana was first in 
recovery of loans i.e. lowest overdues (1.19%) 
The above table shows that the overall performanc of the 
Bapunagar Mahila Co-operative Bank Ltd., Ahmedabad was satisfactory 
among all the banks following by The Mahila Vikas Co-operative Bank 
Ltd., Vasna, Ahmedabad, The Mehsana Mahila Sahkari Bank Ltd., 
Mehsana and Shree Laxmi Mahila Sahkari Bank Ltd., Mehsana, while the 
performance of Vadodara bank was the lowest in number of items. 
Therefore Vadodara bank has to take much care about the items 
werelacking as stated above. 
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Table 5.8: Comparative study of sample women's urban cooprative 
banks on selected items, i.e., year of establishment, per 
member deposit, loans etc. 
Selected 
parameters 
Bapunagar Vasna Vadodara Mehsana 
Mahila 
Laxmi 
Mahila 
First 
among 
sample 
Year of 
establishment 
1998 1999 19975 1996 1996 Vadodara 
Paid-upshare 
capital (Rs.) 
149.66 41.99 50.45 50.10 33.87 Bapunagar 
Membership 5733 - 4047 4507 2371 Bapunagar 
Per member 
paid-up share 
capital (Rs.) 
50 100 10 25 15 Vasna 
Deposit (Rs.) 2196.53 1529.67 288.22 410.38 421.81 Bapunagar 
Loans 
outstanding 
(Rs.) 
1126.13 492.11 12.56 216.47 229.19 Bapunagar 
Working 
capital 
2787.26 1571.66 338.67 592.76 486.16 Bapunaar 
No. of 
branches 
excluding 
H.O. 
1 - - - - Bapunagar 
Percentage of 
overdues 
tolaons 
outstanding 
3.42 13.71 6.66 1.19 8.99 Mahila 
Mehsana 
Audit class A A A A A All equal 
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Chapter-6 
FINANCIAL PERFORMANCE OF SAMPLE MAHILA CO-
OPERATIVE BANKS 
Introduction:  
Comparative performance of  banks can be measured by various 
ratio analysis. Various ratios like current ratio, Debt to equity ratio, 
management, expenses to working capital ratio, Return on owned fund 
(Equity ratio), and Acid test ratios are tabularised in this chapter. 
In order to know the actual position of financial performance of 
sample women's banks under study, the technique of ratio analysis was 
adopted. 
6.1 Ratio Analysis 
 The term ratio is said to have been derived from the Latin word, 
'reri' which means to think or estimate. A ratio is a statistical yardstick 
that provides a measures of relationship between two figures, a 
comparison of two quantities and it shows precisely how adequate is one 
key item in relation to another. Ratios are much important for owners, 
investors, creditors and financial executives. Ratio analysis help the 
management in determining cost, efficiency, liquidity and profitability 
which would enable them to take intelligent decisions. Ratios are also 
useful in analysing financial performance of banks. It should be noted 
that the ratio worked out from balance sheet is only one day's ratio, as 
they vary everyday. 
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6.2 Classification of Ratios:- 
 The ratios can be classified into four basic groups 
1. Liquidity ratios 
2. Activity ratios 
3. Leverage ratios 
4. Profitability ratios. 
 The liquidity ratios will indicate whether the unit will be able to 
meet its liabilities as and when they fall due. The activity ratios will 
reveal whether the funds  have been utilized properly and whether the 
unit is being run on economic lines. The leverage ratios measure the 
owner's contributions to the business as compared with borrowed funds. 
The profitability ratios will indicate profit position of the unit. 
 The ratios under each of the above groups are also classified into 
several sub-groups. Usually a single ratio in itself does not indicate 
favorable or unfavorable trend of the unit and hence for as certaining the 
financial position, the compatrision of one ratio to another ratio is always 
desirable. 
6.2.1 Ratio Analysis and the Sample Women's Banks: 
 So far, we have discussed the theoretical part of the ratios; now we 
will analyse the position of liquidity, shiftability and profitability of the 
sample women's banks with the help of the following ratios: 
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6.2.2 Current Ratio: 
Table 6.1: Current Ratio of sample Mahila Cooperative banks 
2008-09 and 2009-10 
Name of 
Ratio 
Formula 
of Ratio 
Name of 
Bank 
Actual quality 
calculated 
Operatin Ratio 
2008-09 2009-10 2008-09 2009-10 
Current 
Ratio 
 
 
 
 
 
Current 
Assets 
 
Current 
Liabilities 
Banpunagar 209.75 236.18 1.13:1 1.14:1 184.41 205.87   
Vasna 100.36 127.04 1.02:1 1.06:1 97.47 120.27   
Vadodara 366.77 414.16 1.00:1 1.00:1 366.47 413.71   
Mehsana 
Mahil 
5333.02 592.76 1.02:01 1.01:1 
524.47 584.15   
Shree 
Laxmi 
Mahila 
475.70 575.45 1.01:1 1.01:1 
468.88 568.56   
Average 337.12 389.12 1.03:1 1.02:1 328.34 381.31   
 
 The soundness of sample banks in terms of financial operations can 
be measured with reference to their capacity to maintain liquidity, which 
indicates the short term solvency to meet their current liabilities out of 
current assets. Normally a ratio of 2:1 is considered as good ratio. The 
current assets include cash on hand, cash at RBI and other banks, and 
money at call at short notice. While the current liabilities from call 
deposits, sundry creditors and interest paid on short term deposits. If 
current assets are less than current liabilities, the unit will be at the mercy 
of its creditors. The relationship between these two variables is observed 
as in table 6.1. 
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The aggregate current ratio of all the five banks for the year 1008-09 
was 1.03:1 and in the year 2009-10 it was 1.02:1. This implies that for every 
one rupee of current liabilities of Rs. 1.03 and 1.02 of current assets was 
available. The standard of current ratio is 2:1. The bankwise ratios reveal 
that all the sample banks were under the norms. The current ratio of 
Bapunagar bank was highest for 2008-09 and 2009-10. (1.13:1 and 1.14:1) 
The current ratios of all the banks for both the reference years were 
well established. 
6.2.3 Debt to Equity Ratio: 
Table 6.2: Debt of Equity Ratio of Sample Mahila Cooperative 
Banks 2008-09 and 2009-2010 
Name of 
Ratio 
Formula 
of Ratio 
Name of 
Bank 
Actual quality 
calculated 
Operating Ratio 
2008-09 2009-10 2008-09 2009-10 
Debt to 
equity 
ratio 
 
 
 
 
Total 
Bebts 
Net 
worth 
Banpunagar 1626.01 2196.53 11.66:1 14.68:1 
Vasna 658.05 1529.67 15.62:1 36.43:1 42.14 41.99 - - 
Vadodara 251.83 288.22 4.99:1 5.71:1 50.46 60.46 4.99:1 5.71:1 
Mehsana 
Mahila 
357.77 410.38 7.37:1 8.19:1 
Shree Laxmi 
Mahila 
326.09 421.81 8.89:1 12.45:1 
32.97 33.87   
Average 643.95 969.32 9.71:1 15.49:1 71.55 65.22   
  
The ratio represents relationship between the members capital and 
outsiders finance (i.e., Depostis) used in the business. It measures the 
relative proportion of borrowed funds and members capital in formulating 
the assets of the banks if the ratio works out to 1:1, it  indicates that the 
long term funds have been contributed equally by the long term creditors 
and shareholders. The debt to equity ratio in sample banks was obtained 
as per Table 6.2. 
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 The average debt to equity ratio in the year 2008-09 was 9.71:1 and 
in the year 2009-10 it was 15.49:1. This shows that the borrowings of 
banks has increased in 2009-10 as compared with 2008-09. The 
maximum borrowing power of co-operative bank is 8 to 12 times of their 
owned funds, but the above ratios show that still the banks have chance to 
increase their borrowing funds except vasna Bank. 
The bankwise ratios show that Vasna Bank has increased its 
borrowing in both the reference year while Bapunagar bank has slightly 
increase in  2009-10. The Vadodara Bank has increased its borrowing at a 
very slow rate. 
6.2.4 Management Expenses to Working Capital Ratio: 
Table 6.3: Management Expenses to working capital Ratio of 
Sample Mahila co-operative banks 2008-09 and 2009-10 
(Rs. in Lakhs) 
Name of 
Ratio 
Formula of 
Ratio 
Name of 
Bank 
Actual quality calculated Operating 
Ratio 
2008-09 2009-10 2008-
09 
2009-
10 
Management 
expenses to 
working 
capital 
 
 
 
 
 
Management 
Exp. 
Working 
capital 
Banpunagar 106.89 x100 135.66 x100 4.95 4.87 2157.00 2787.26   
Vasna 
Ahmedabad 
21.52 
x100 217.53 x100 2.96 13.84 727.19 1571.66 - - 
Vadodara 2.26 x100 20.46 x100 1.92 2.09 117.70 117.70 - - 
The 
Mehsana 
Mahila 
10.34 
x100 
10.62 
x100 
1.94 1.79 
53302 592.76 - - 
Shree 
Laxmi 
Mahila 
3.07 
x100 
4.36 
x100 
0.84 0.95 
362.31 455.68 - - 
Average 28.82 x100 74.13 x100 2.52 4.71 779.44 1165.01 - - 
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 This ratio indicates the relation between the management expenses 
and the working capital, i.e., current assets minus current liabilities. The 
management expenses includes all the expenses (except the expenses 
incurred on depreciation, provisions and reserves incurred on salary, 
wages, rent, electricty charges, travelling post and Telegraph, and interest 
paid on deposits. There is no standard ratio fixed for the management 
expenses for banks the RBI. The RBI controls the different types of 
banks, i.e. co-operative, private and public sector banks. Similarly, the 
expenses of banks are dependent upon the location, salary scales and the 
volume of business of the concerned bank, and hence it is difficult to fix 
the standard rate. The management expenses for every 100 rupees of 
working capital were obtained as per Table 6.3. 
6.2.5 Net Profit toWorking Capital 
Table 6.4: Net profit to working Capital Ratio of sample Mahila co-
operative banks 2008-09 and 2009-10 
Name of 
Ratio 
Formula 
of Ratio 
Name of 
Bank 
Actual quality calculated Operating Ratio 
2008-09 2009-10 2008-09 2009-10 
Net 
profit to 
working 
capital 
(1 to 
2%) 
 
 
 
Net 
profit 
working 
capital 
Banpuna
gar 
28.33 
x100 30.31 x100 1.31 1.08 2157 2787 
Vasna 2.89 
x100 6.77 x100 0.43 0.43 727.19 1571.66 
Vadodara 0.31 
x100 0.45 x100 0.26 0.38 117.70 117.70 
Mehsana 
Mahila 
8.55 
x100 8.60 x100 1.60 1.45 533.02 592.76 
Shree 
Laxmi 
Mahila 
6.82 
x100 
6.89 
x100 1.88 1.51 362.31 455.68 
Average 9.38 
x100 10.60 x100 1.09 0.97 729.44 1105.01 
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 This ratio shows therelation between thenet profit earned by the 
concern on the  working capital. This ratio acts as a supplementary 
measure to determine the profitability of the business. This can be 
obtained as per Table. 6.5 
 If we observe the average rate of profit earned on every Rs. 100 of 
working capital by banks, this shows that in the year 2008-09 the average 
rate of profit of all the  five banks was 1.09 per cent which was between 
the standard range  of 1 to 2 per cent and the average rate has slightly 
decreased up to 0.97 per cent in the year 2009-10 which was slightly less 
than the standard range. 
The  bankwise analysis shows that all the banks except Vasna 
(Ahmedabad bank and Mahila Sahakari Bank Ltd., Vadodara were well 
over the standard ratio of net profit in the yeasr 2008-09 and 2009-10. 
6.2.5 Return on Owned Funds (Equity Ratio): 
Table 6.5: Return on owned fund ratio of sampleMahila 
Cooperative banks 2008-09 and 2009-10 
Name 
of 
Ratio 
Formu
la of 
Ratio 
Name of 
Bank 
Actual quality calculated Operating Ratio 
2008-09 2009-10 2008-09 2009-10 
Return 
to 
owned 
Fund 
Ratio 
( 9 to 
12%) 
 
 
 
 
Net 
profit 
Owned 
fund 
used  
Banpunagar 28.33 x100 30.31 x100 11.85 10.93 238.97 277.16 
Vasna 2.89 x100 6.77 x100 6.07 13.83 47.59 48.94 
Vadodara 0.31 x100 0.45 x100 0.40 0.59 76.05 76.18 
Mehsana 
Mahila 
8.55 
x100 8.60 x100 10.08 9.67 84.80 88.92 
Laxmi 
Mahila 
6.82 
x100 6.89 x100 8.51 7.80 80.05 88.34 
Average 9.38 x100 10.6 x100 7.38 8.56 105.49 115.91 
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 This ratio compares the net profit with the owned funds of the 
business. The ratio indicates whether there is commensurate return on 
owned funds of the business. The position of this ratio in the mahila co-
operative bank was per table 6.4. 
The average rates of return on owned funds rates of sample banks 
in 2008-09 and 2009-10 worked out to be 7.38 percent and 8.56 per cent 
respectively which was slightly less than the standard rate of  9 to 12 per 
cent. 
The interbank comparison of ratios shows that in the  year 2008-09 
the highest return was earned in Bapunagar bank (11.85 per cent) and 
Mehsana Mahila bank (10.08 per cent). But the lowest (0.40 per cent) 
return was earned by Vadodara bank. The position of next year (i.e. 2009-
10) shows that, The Vasna Bank, Bapunagar bank and Mehsana bank 
have earned 13.83 percent, 10.93 per cent and 9.67 per cent. This shows 
that Bapunagar bank and Mehsana bank have shown sound performance. 
The cause of low return might be increasing overdues and interest on 
the banks could not get favorable return, but due to recovery measures 
adopted in recent years, the position has improved upto the standard norms. 
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6.2.6  Acid Test Ratio: 
Table 6.6: Acid Test or Quick Test Ratio of Sample Mahila 
Cooperative banks 2008-09 and 2009-10 (Rs in lakh) 
Name of 
Ratio 
Formula 
of Ratio 
Name of 
Bank 
Actual quality 
calculated 
Operating Ratio 
2008-09 2009-10 2008-09 2009-10 
Acid Test 
Ratio 
(Quick 
Test 1:1) 
Quick 
Assets 
Current 
Liabilities 
Banpunagar 81.17 112.61 0.75:1 0.83:1 106.89 135.66 
Vasna 63.38 791.89 2.94:1 3.64:1 21.52 217.53 
Vadodara 20.91 17.84 1.03:1 0.89:1 2.26 20.46 
Mehsana 
Mahila 
25.13 22.08 2.43:1 1.36:1 
10.34 16.22   
Laxmi 
Mahila 
16.42 30.39 1.21:1 1.29:1 
13.53 20.35 
Average 41.40 974.81 1.67:1 1.60:1 30.91 820.44 
The ratio between quick assets and quick liabilities is called acid 
test ratio or quick ratio. Normally it is 1:1. 
The acid test is applied to banks to know the relations of quick 
assets which canbe converted immediatly to meet current liabilities. The 
quick assets are cash in hand and cash in banks. The acid test is obtained 
as per Table 6.5. 
The aggregate ratios of the five banks were 1.67 per cent and 1.60 
percent for the referene years. This shows that the banks were having 167 
paise and 160 paise for every rupee of current liabilities. The standard 
acid test ratio should be  Therefore the ratios of all the  banks can be 
considered satisfactory and they can easily meet all the current 
obligations immediately. 
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Thus,  the above analysis shows that, Mahila co-operative bank 
were growing slowly, and their financial position was as per the standard 
norms established in the banking industry. 
6.3 Bankwise Progress 
6.3.1 The Bapunagar Mahila Cooperative Bank Ltd., 
Ahmedabad 
Particular 02-01 01-02 02-03 03-04 04-05 05-06 06-07 07-08 08-09 09-10 
No.  of 
Members 
2668 2673 2741 3219 3585 4015 5289 5485 5561 5733 
Share 
Capital 
48.23 47.62 47.02 61.05 71.41 85.72 114.52 131.80 139.41 149.66 
Reserve & 
Other fund 
12.31 34.85 46.69 66.87 110.64 133.55 198.361 212.87 243.19 273.85 
Deposit 439.64 530.57 567.84 880.88 1188.71 1383.44 1354.89 1621.75 1626.01 2196.53 
Loan 265.64 290.82 330.88 562.37 824.02 790.94 933.27 966.30 1004.45 1126.13 
Working 
capital 
549.35 674.76 741.10 1122.83 1501.86 1743.82 1808.22 2142.03 2157.00 2787.26 
Dividend 12% 12% 10% 10% 10% 10% 9% 12% 12% 12% 
Profit 24.62 14.44 12.40 10.77 13.46 15.19 19.25 22.62 25.33 30.31 
Audit 
Class 
A A A B A A A A A A 
 
 
The number of  members which were 4015 in 2005-06, increased to 
5289 in 2006-07 5489 in 2007-08, 5561 in 2008-09 and 5733 in 2009-10. 
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Paid-up share capital which was Rs. 85.72 lakhs in 2005-06 
increased to 1140 52 lakhs in 2006-07, 131.08 lakh in 2007-08,  139.41 
lakhs in 2008-09 and  Rs. 149.96 lakhs in 2009-10 
Researve and other funds which were Rs. 135.55 lakhs in 2005-06 
increased to Rs. 198.31 lakhs in 2006-07, Rs. 212.87 lakhs in 2007-08, 
Rs. 243.19 lakhs in 2008-09 and Rs. 273.85 lakhs in 2009-10. 
Total Deposits which were Rs. 1384.44 lakhs rather decreased to 
Rs. 1354.89 lakhs, in 2006-07, increased to Rs. 1621.75 lakhs in 2007-08 
Rs. 1626.01 lakhs in  2008-09 and Rs. 2196.53 lakhs in 2009-10  
Advances were Rs. 790.9 lakhs in 2005-06 increased to Rs. 933.27 
lakhs in 2006-07, Rs. 966.30 lakhs in 2007-08, Rs. 1004.45 lakhs in 
2008-09 and Rs. 1126.13 lakhs in 2009-10 
Working capital which was Rs. 1743.82 lakhs in 2005-06 was 
increased to Rs. 1808.22 lakhs in 2006-07, Rs. 2142.03 lakhs in 2007-08, 
Rs. 2157.00 lakhs in 2008-09 and Rs. 2787.26 lakhs in 2009-10. 
Divident declared was 10% in 2005-06, 9% in 2006-07, 12% in 
2007-08, 12% in 2008-09 and 12% (proposed) in 2009-10. 
Net profit was Rs. 15.19 lakhs in 2005-06, Rs. 19.25 lakhs in 2006-
07, Rs. 22.62 lakhs in 2007-08, Rs. 25.33 lakhs in 2008-09 and Rs. 30.31 
lakhs in 2009-10 
Audit class was "A" throughout the study period. 
In this way this bank rank first among the sample banks. 
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6.3.2 The Mahila Vikas Cooperative Bank Ltd.,Vasna, 
Ahmedabad 
Particular 31.03.2006 31.03.2007 31.03.2008 31.03.2009 31.03.2010 
Share Capital 45.02 41.22 42.14 42.14 41.99 
Reserve Fund 50.33 76.75 75.11 90.23 105.74 
Total Deposit 738.67 1111.97 1267.76 685.05 1529.67 
Investments 
(GOI) 
85.08 123.12 112.74 109.08 248.04 
Balancein Other 
bank 
3.37 38.12 486.62 2.82 685.08 
FD with other 
bank 
306.31 506.25 401.21 306.10 1144.10 
Including Calll 
FD) 
- - - - - 
Advaces 508.40 472.85 360.21 374.77 492.11 
Gross NPA 153.41 111.40 86.18 101.61 - 
30.18% 23.5% 23.9% 26.77% 20.65% 
Net NPA 87.53 41.32 9.30 12.57 12.73 
17.22% 10.2% 3.3% 4.69% 3.2% 
Borrowings/C/C 0.06 0.07 Nil Nil Nil 
CRAR 11.77% 10.8% 17.1% 32.5% 13.77% 
CD Ratio 68.83% 42.5% 28.4% 50.5% 21.23% 
Proft -4.18 1.02 7.69 8.55 11.98 
DR By Grade B A A A A 
RBI By grade III III I - - 
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 The paid-up share capital was not evenly increased. It was Rs. 
45.02 lakhs  as on 31-03-2006, decreased to Rs. 41.22 lakhs upto 31-03-
2007, increased to Rs. 42.14 lakshs upto 31-03-2008, remained same (i.e. 
Rs. 42.14 lakhs) on 31-03-2009 and decreased to Rs. 41.99 lakhs upto 31-
03-2010. 
 Reserve fund was Rs. 50.33 lakhs on 31-03-2006 increased to Rs. 
76.75 lakhs upto 31-03-2007 decreased to Rs. 75.11 lakhs upto 31-03-
2008, increased to Rs. 90.23 lakhs and Rs. 105.74 lakhs upto 31-03-2009 
and 31-03-2010 respectively. 
Total deposits were Rs. 738.67 lakhs as on 31-03-2006, increased 
to Rs. 1111.97 upto 31-03-2007, Rs. 1267.76 lakhs upto 31-03-2008, 
decreased to Rs. 685.05 lakhs upto 31-03-2009 and further increased to 
Rs. 1529.67 lakhs upto 3103-2010. 
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Investments (in G.O.I.) were Rs. 85.08 lakhs as on 31-03-2006, 
increased to Rs. 123.12 lakhs upto 31-03-2007, decreased to Rs. 112.74 
lakhs upto 31-03-2008 further decreased to Rs. 109.08 lakhs and 
increased to Rs. 248.04lakhs upto 31-03-2010. 
F.D. with other bank was Rs. 306.31 lakhs as on 31-03-2006, 
increased to Rs. 506.25 lakhs upto 31-03-2007, decreased to Rs. 401.21 
lakhs and to 306.10 lakhs upto 31-03-2008 and 31-03-2009 respectively 
and increased to Rs. 1144.10 lakhs upto 31-03-2010. 
Advances were Rs. 508.40 lakhs as on 31-03-2006 decreased to Rs. 
472.85 lakhs upto 31-03-2007, and to 360.21 lakhs upto 31-03-2008 and 
31-03-2009 respectively and further increased to Rs. 492.11 lakhs upto 
31-03-2010. 
Gross N.P.A. was Rs. 153.41 (17.22%) lakhs as on 31-03-2006 
decreased to Rs. 111.40 lakhs (23.5%) and Rs. 86.18 lakhs (13.9%) upto 
31-03-2007 and 31-03-2008 respectively, (26.77%) upto for 31-03-2009 
and further increased to Rs. 101.61 lakhs (20.65%) upto 31-03-2010. 
Net N.P.A. was Rs. 87.53 lakhs (87.53%) as on 31-03-2006, Rs. 
41.32 lakhs (10.2%) upto 31-03-2007 Rs. 9.30 lakhs (3.3%) up to 31-03-
2008 Rs. 15.74 lakhs (4.69%) upto 31-03-2009 and Rs. 12.73 lakhs 
(3.2%) upto 31-03-2010. 
Borrowing (C/C) were Rs. 0.06 lakhs and Rs. 0.07 lakhs is on 31-
03-2006 and 31-03-2007 respectively 
C.R.A.R. was 11.77%, 10.8% , 17.1%32.5% and 13.77% 31-03-
2006, 31-03-2007, 31-03-2008, 31-03-209, and 31-03-2010 respectively. 
165 
 
C.D. Ratio was 68.83%, 42.51% 28.4%, 50.5% and 21.23% upto 
31-03-2006, 31-03-2007 31-03-2008, 31-03-2009 and 31-03-2010 
respectively. 
Profit was Rs.-4.18 lakhs  Rs. 1.02 lakhs Rs. 7.69 lakhs, Rs. 8.55 
lakhs and Rs. 11.98 lakhs up to31-03-2006, 31-03-2007, 31-03-2008, 31-
03-2009 and 31-03-2010 respectively. 
D.R. By Grade was 'A' in all the time under study. 
6.3.3 Mahila Sahkari Bank Ltd., Vadodara (Rs. in lakhs) 
Year Share 
Capital 
Reserve 
funds 
Deposits Loan Profit NPA 
2008-09 50.45 21.78 70.49 179 0.30 2.74% 
2009-10 50.45 21.82 108.00 189 0.45 1.89 
 
 
 Comparative statement for last five years was not available for this 
bank even though some figures are traced out from their last balance 
sheet. 
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Paid-up share capital was Rs. 50.46 lakhs as on 31-03-2009 and it 
remained same as on 31-03-2010. 
Reserve and other funds were Rs. 42.14 lakhs and Rs. 45.19 lakhs 
as on 31-03-2009 and 31-03-2010 respectively. 
Cash on land and in bank a/c. were Rs. 20.91 lakhs and Rs. 17.84 
lakhs as on 31-03-2009 and 31-03-2010 respectively. 
F.D. in other banks were Rs. 70.49 lakhs and Rs. 108.26 lakhs as 
on 31-03-2009 and 31-03-2010 respectively. 
Deposits were Rs. 67.25  lakhs as on 31-03-2009 which remained 
same as on 31-03-2010. 
Advances were Rs. 178.88 lakhs and Rs. 188.83 lakhs as on 31-03-
2009 and 31-03-2010 respectively. 
Profit was 0.30 lakh and 0.45 lakh as on 31-03-2009 and 31-03-
2010 respectively. 
The figures do not seem to feel satisfactory as the bank claims for 
running from last 35 years. 
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6.3.4 The Mehsana Mahila Sahkari Bank Ltd., Mehsana 
Year Share 
Capital 
Reserve 
fund 
Deposit Loan Working 
capita 
Net 
Profit 
Members Dividend Audit 
class 
02-01 48.20 15.54 180.38 140.38 285.94 11.55 4730 6% A 
01-02 48.05 27.11 199.72 193.83 334.09 10.66 4716 9% B 
02-03 47.84 38.22 226.82 196.81 353.16 10.84 4695 9% A 
03-04 47.47 44.14 251.32 138.76 388.24 11.80 4658 9% A 
04-05 47.18 52.55 282.33 115.76 420.76 8.61 4629 9% A 
05-06 46.86 57.96 272.19 148.73 417.65 6.99 4597 6% A 
06-07 48.18 68.07 262.76 158.73 411.93 6.57 4554 6% A 
07-08 48.29 74.14 278.31 173.60 439.36 7.15 4541 6% A 
08-09 48.57 78.89 357.77 186.24 533.02 8.55 4518 9% A 
09-10 50.10 85.11 410.38 216.47 592.76 8.60 4507 9% A 
  
 
The paid-up share capital was Rs. 46.86 lakhs in 2005-06, 
increased to Rs. 48.18 lakhs in 2006-07 to Rs. 48.29 lakhs in 2007-08, 
Rs. 48.57 lakhs in 2008-09 and reached to Rs. 50.10 lakhs in 2009-10. 
Reserve fund was Rs. 57.96 lakhs in 2005-06 increased  to Rs. 
68.07 lakhs in 2006-07, Rs. 74.14 lakhs in 2007-08, Rs. 78.89 lakhs in 
2008-09 and further  increased to Rs. 85.11 lakhs in 2009-10. 
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Deposits were Rs. 272.19 lakhs in 2005-06 decreased to Rs. 262.76 
lakhs  in 2006-07, increased to 278.31 lakhs in 2007-08, Rs. 357.77 lakhs 
in 2008-09 and reached to Rs. 410.38 lakhs in 2009-10. 
Advanced were Rs. 148.73 lakhs in 2005-06 increased to 158.73 
lakhs in 2006-07 Rs. 173.60 lakhs in 2007-08, Rs. 186.24 lakhs  in 2008-
09 and Rs. 216.47 lakhs in 2009-10. 
Working capital was Rs. 417.65 lakhs in 2005-06, Rs. 411.93 lakhs 
in 2006-07, Rs. 439.36 lakhs in 2007-08, Rs. 533.02 lakhs in 2008-09 and 
Rs. 592.76 lakhs in 2009-10. 
Net profit was Rs. 6.99 lakhs  in 2005-06, Rs. 6.57 lakhs in  2006-
07, Rs. 7.15 lakhs in 2007-08, Rs. 8.55 lakhs in 2008-09 and Rs. 8.60 
lakhs in 2009-10. 
No. of members were 4597 in 2005- 06, 4554 in 2006-07 4541 in 
2007-08, 4518 in 2008-09 and further decreased to 4507 in 2009-10. The 
reason for ever decreasing strength in membership could not be traced 
out. Perhaps it might be the policy of the bank to raise the per member 
profit. 
Dividend given to members was 6% from 2005-06 to 2007-08 9% 
in 2008-09 and 9% (proposed) for 2009-10. 
The audit class was 'A' through out the period under study. 
The bank has hopefully raised its figures. The progress was satisfactory 
giving the promising rank among the sample banks. 
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6.3.5 Shree Laxmi Mahila Sahkari Bank, Mehsana 
Year Share 
Capital 
Reserve 
Fund 
Deposit Loan Dividand Profit Audil 
class 
NPA 
05-06 31.68 68.21 316.09 105.61 6% 6.35 A 0 
06-07 32.18 75.15 290.05 147.81 6% 6.63 A 0 
07-08 32,51 85.13 292.29 155.91 6% 6.76 A 0 
08-09 32.97 92.67 326.09 167.58 6% 6.82 A 0 
09-10 33.87 101.20 421.81 2229.19 6% 6.89 A 0 
 
 
 The paid-up share capital was Rs. 31.68 lakhs in  2005-06 
increased to Rs. 32.18 lakhs in  2006-07 Rs. 32.51 lakhs in  2007-08 Rs. 
32.97 lakhs in 2008-09 and Rs. 33.87 lakhs in  2009-10. 
Reserve and other funds were Rs. 68.21 lakhs, in 2005-06 
increased to Rs. 75.15 lakhs in 2006-07, Rs. 85.13 lakhs in 2007-08, Rs. 
92.67 lakhs in   2008-09 and Rs. 101.20 lakhs in 2009-10. 
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Deposits were Rs. 316.09 lakhs in 2005-06, decreased to Rs. 
290.05 lakhs in 2006-07, increased to Rs. Rs. 292.29 lakhs in 2007-08, 
further increased to Rs. 326.09 lakhs and Rs. 421.81 lakhs in 2008-09 and 
2009-10 respectively. 
Advances were Rs. 105.61 lakhs in 2005-06, increased to Rs. 
147.81 lakhs in 2006-07, Rs. 155.91 lakhs in 2007-08, Rs. 167.58 lakhs 
in 2008-09 and Rs. 229.19 lakhs in 2009-10. 
Dividend declared was 6% through out the period under study. 
Profit was Rs. 6.35 lakhs in 2005-06, Rs. 6.63 lakhs in 2006-07 Rs. 6.76 
lakhs in 2007-08, Rs. 6.82 lakhs in 2008-09 and Rs. 6.89 lakhs in 2009-10. 
The audit class was 'A' through out the period under study.  
NPA was 'O' thorough out the period under study. 
In this way, this bank has also increased their figures slowly but 
steadily putting the bank on promising rank. 
The overall financial performance of sample mahila cooperative 
banks was significantly  hopeful except in Vasna and Vadodara in respect 
to some parameters. 
6.4 The Impact of Mahila Co-operative Banks: 
With a view to understanding the impact of Mahila co- operative 
banks on their members, the various economic benefits derived by the 
members were studied. The impact of banks on their members in 
generating the income, employment opportunities and promotion of 
savings habits and entrepreneurship among women was seen with the 
help of schedules. The role of banks in elimination of money-lenders' 
loan was also observed. 
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6.4.1 Reasons for Favour of the Mahila Co-operative Banks: 
 The sample bank members were asked to indicate their 
respondence whether the membership with the mahila co-operative bank 
was more beneficial than that of other urban co-operative banks. 
The  majority of the members (96 per cent) had joined the banks 
with certain intentions in their mind, while 2 per cent have not given any 
responses and 2.5 per cent of them have said that they do not feel any 
difference between mahila bank and mixed co-operative banks. The 
members who facoured the mahila co-operative banks, were asked to 
mention the reasons/advantages of their membership of mahila  bank. It 
would be quite evident that a majority of the members (96 per cent) have 
joined the banks due to their special nature as women's bank with easy 
accessability, while 72.5 per cent of them have joined to avail themselves 
of the timely credit facilities, and 5.5  per cent of them have joined the 
banks due to the cordial relations with the bank directors and its 
employees. Very few (4 per cent) had joined for the reasons such as the 
nearness of location of the bank and spirit of co-operation. 
Thus, it seems that to attract the members into mahila co-operative 
banks, the bank should help the members in time and the directors and 
employees should keep cordial relations with the members in particular 
and the public in general. 
6.4.2  Advantages of Mahila Co-operative Banks: 
The mahila co-operative banks provide many economic advantages 
to the members, the members were asked to give their opinions regarding 
the specific economic benefits they derived from the banks. Replying to 
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the general question, "Do you feel that the economic conditions of your 
family have improved due to this Bank?", the large number (75 per cent) 
of members admitted that they have been benefitted by the banks. 
Replying to another subquestion, "How?", they said that due to the easy 
and timely availability of the loans they could improve (74.0 per cent) 
their economic conditions; and 10 per cent were able to get self-
employment, while some (7 per cent) were benefitted by the loans for the 
expansion of their business. Very few (10 per cent) members were also 
made free from the clutches of the moneylenders. The lower rate of 
interest has also caused the members to improve their economic 
conditions. 
6.4.2 Income of the Sample Members: 
The total family income depends upon a number of factors, viz., 
income earned by the male, female and others, in this study, the share of 
income of respondant-member, and the per capita income was assessed. 
6.4.2.1 Respondents' Income: 
Out of the total sample respondents 84.0 per ccut of them were 
having their own income, while the remaining 16 per cent of the 
respondents were fully dependent upon the male The bankwise study 
shows that the highest number of earning women was in Bapunagar (87.8 
per cent), Vasna (85.8 per con 11 Mehsana (85.7 per cent), Shree Laxmi 
Mahila  (85.7 per cent) banks, while the lowest numbers were in 
Vadodara 7.5 per cent bank. The average annual gross income earned by 
the respondents was Rs. 12,000 however, the income earned by the 
respondents in Bapunagar (Rs. 16,500), Vasna (Rs. 16,300), Mehsana 
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mahila (Rs. 15,000), and Shree Laxmi Mahila (Rs. 12,000) banks was 
more than the sample average income, while in Vadodara (Rs. 7,000) 
banks the income was lower than the average annual income. 
6.4.2.2 Husband's Income: 
Among the 100 respondents' families 82 (82.0 per cent) husbands 
were earning, while the rest of them (18 per cent) were unemployed. The 
highest percentage of earning husbands was found in Bapunagar (90 per 
cent), and lowest in Vadodara (71.0 per cent). The bankwise average 
annual income of such earning husbands was Rs. 15,685. However, in 
Bapunagar (Rs. 20,000). Vasna (Rs. 19,000), Mehsana (Rs. 17,700) 
banks average income of husbands was more; and less in Laxmi Mahila 
(Rs. 15,000), and Vadodara (11,600) banks. 
6.4.2.3  Others' Income: 
Out of the total sample respondents' families 35.4 per cent of them 
were having the income from 'other sources'. The other sources include 
the income of sons, daughters, brothers, sisters, fathers, mothers, who 
were living in a joint family. The average income earned by others was 
Rs. 10,000/- . 
6.4.2.4 Total Family Income:  
The income from all the above sources was considered as total 
income. The average sample annual income worked out to RS. 26,000. 
The bankwise average annual income in Vasna (Rs. 34,000), Bapunagar 
(Rs. 33,595), Jijamata (Rs. 28,714) and Bhagini (Rs. 28,54fl) banks was 
more than the sample average, and less in Kolhii|Ht( (Rs. 20,227) and 
'Ichalkaranji (Rs. 16,760) banks. 
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6.4.2.5   Per Capita Annual Income 
The per capita annual income is the real indicator of the economic 
conditions of any person; and hence, the per capita annual income of the 
respondents' family was worked out. It was that the per capita average 
gross annual income in sample families was Rs. 5000. The highest per 
capita annual income was seen in the case of Bapunagar (Rs. 6,000), 
Mehsana mahila (Rs. 5,000), Vasna (Rs. 5,000), and Shree Laxmi Mahila 
(Rs. 5,321) banks, while it was less than average in Vadodara (Rs. 3,000) 
banks. This shows that the members in above four banks seem wealthier 
than those of the members in Vadodara bank. The members belonging to 
Vadodara bank were mainly farmers and workers' family, while in other 
banks women were earning members such as government servants and 
well set self-employed persons. 
6.4.2.5 Share of Respondents' (Women) Income Into the total 
Family Income: 
The share of respondents'income into the total annual income was 
38.0 per cent, while the share of husband and others was 48 per cent and 
13.0 per cent respectively. 
The above analysis reveals that the total average income oarned by 
both the respondent and husband in Bapunagar, Vasna and Mehsana 
Mahila banks was more than the rest of the banks. The average annual 
earnings of husband (Rs. 15,000) was more (Rs.3,000) than that of 
respondent's income (Rs. 12,000). The share of husbands income in all 
the banks was more, and wife and husband were the major source of 
income in the family. The per capita gross annual income in Bapunagar, 
Mehsana Mahila Vasna and Shri Laxmi Mahila banks was higher than 
that of Vadodara bank.       
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6.4.2.6 Promotion of Job opportunities:  
Out of 100 sample borrowers (members) rural 14 (14 per cent) 
borrowers were able to give employment opportunities to 120 women 
comprising 20 skilled and 100 un-skilled. The data show that the 
members in Bapunagar, Vasna and Mehsana Mahila banks provided more 
job opportunities. The nature of Job opportunities created by these 
members was mostly unskilled. On the contrary trip members in 
Bapunagar, Vasna and Mehsana Mahila banks were employed in 
Government, semi-government and private services and hence they; 
could not create employment, while the members of Vadodara Bank 
mostly were busy in their self-employment. 
Thus, it can be seen that the mahila co-operative banks not only 
provide self-employment to their members but they also create job 
opportunities to others. 
6.4.3  Women's Banks and Self-Employment: 
The bankwise number of members who could get the self-
employment either fully or partially financed by the omen's bank. Out of 
the total sample borrowers 39 per cent of them have got the self-
employment due to the loans. The borrowers who were running the tea-
stalls, Pan-shops, vegetable shops, fruit and utensils shops, tailoring and 
grocery shops, etc., asserted that they could run their activity with the 
help of the bank loans. Some of the members were able to expand their 
existing actaivity, while many of them started the activity after taking 
loan from the bank. However, the hours spent in self-employment varied 
from person Lo person. 
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6.4.4 Services in Mahila Co-operative Banks for Family Members: 
It was observed that out of the total members hardly 11 members' 
relatives (3.5 per cent) had sought employment in women's bank. Such 
cases were more, i.e.; 5 in Jijamata, 2 in Ichalkaranji and one each in the 
remaining banks. With a view to liringing the harmony in the bank 
management, the qualified and loserving candidates from the members' 
families can be recruited us far as possible. 
6.4.5 Savings with the Mahila Co-operative Bank: 
One of the objectives behind the formation of women's cooperative 
banks was to cultivate the savings habits among women. Out of the 100 
sample members 72 (72 per cent) members were Imving savings with the 
women's banks. These savings were either In the form of Recurring 
Deposits, Fixed Deposits, or Pigmy Id-posits. The amount of share capital 
was not considered as saving. 
The highest percentage of members who saved with the women's 
banks was found in Bapunagar and Mehsana mahila (100 per cent). Vasna 
(69 per cent) and Shree Laxmi Mahila (66 per cent) banks, and lowest in 
Vadodara (43.0 per cent) bank. The average per member amount saved in 
these banks was Rs. 2,000. However, the average amount saved in  
Vadodara bank was less, because the per capita income in Vadodara bank 
was less than any other banks, while the Bapunagar bank, though stands 
highest in per capita income, it was having the lowest per member savings, 
only because this bank has the lowest per member savings, only because this 
bank has no Pigmy Deposit Schemes, while in the rest of the banks Pigmy 
Deposits scheme was the major source of deposits. 
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6.4.5.1 Savings with Other Institutions: 
Apart from the savings with the women's banks, It was found that 
the members were also saving in cooperative banks, commercial banks, 
Postal savings banks, 'Bhishi', etc.. Out of the total, samples 16(16 per 
cent) members were saving with the above institutions, along with the 
women's banks. Such members were more in Vadodara bank. The savings 
in 'Bhishi' was common in Vadodara bank, while savings in 'other 
institutions' was totally absent in Vasna bank. 
The above data show that still the women's banks have scope to 
attract the deposits, which are now saved outside the women's banks. 
Bhishi is the local name given to unregistered saving scheme, in 
which membom are to save certain amount weekly or monthly. 
6.5 Attendance at Annual General Meeting: 
The general meeting of the members is the supreme authority in 
regard to the conduct of the affairs of a co-operative society. The 
members of the banks should participate in the decisions affecting their 
banks. The management is elected in the manner agreed to by the 
members, and it is accountable to the member and hence the attendance 
of the members at the General meeting is necessary. 
It has been brought out in the field study that the participation of 
women in banks has remained very low. Out of the total 100 sample 
members only 17 per cent (17) members had attended the annual general 
meeting. The highest number of members who attended the last annual 
general meeting were in Ichalkaranji (50 per cent). Vasna (23 per cent) 
banks, while in the rest of the banks the attendance was very poor. It was 
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also observed as to what were the reasons for not attending the meeting. 
A majority of the members (62 per cent) could not attend the meeting 
because they could not get time. 7 per cent of the members said that there 
was no need to attend the meeting as the working of the bank was going 
on well. This was asserted by the members of Vasna and Mehsana banks, 
while 3 per cent of the members said that they disliked to attend the 
meeting due to its misconduct; such cases were found only in Vadodara 
Bank and the remaining 2 per cent have asserted that they could not get 
the notice of the meeting in time. Such cases were found in Vadodara 
Bank. The remaining 7 per cent of the members had not attended the 
meeting due to more than one reason. 
6.6 Members' Satisfaction Towards the Mahila Co-operative 
Banks: 
We have elicited the levels of satisfaction of the members towards 
their banks, related to customers' services, bank management, attitude of 
officers and employees, membership procedure, period of loan and its 
recovery, etc.. We have bifurcated the satisfaction into three categories, 
i.e., 'No at All', 'Somewhat', and 'A Lot', but for the sake of convenience, 
'somewhat' and 'a Lot' have been put together to show the satisfaction and 
'Not at All' shows the dissatisfaction.  
6.6.1   Customers'Services: 
Out of the total 100 members, 8.4 per cent of them were not at all 
satisfied with the customers' services, while 91.6 per cent of the members 
were satisfied. The dissatisfaction was seen mostly in Vadodara (29.7 per 
cent) and Vasna (7.5 per cent) banks. 
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6.6.2 Bank Management: 
Regarding the bank management, it was seen that substantial 
number (95.8 per cent) of the members were satisfied, while only 4.2 per 
cent of the members were dissatisfied. This dissatisfaction was seen 
mostly in Vadodara (16.2 per cent) and Vasna (2.9 per cent) banks. In 
other banks the members have shown their full satisfaction. 
6.6.3   Officers' Co-operation: 
We also enquired about the satisfaction of the members towards the 
attitude of the officers including the managers. Here also a large section 
of the members (98.7 per cent) were satisfied with the officers' co-
operation, while very negligible (1.3 per cent) portion of members have 
expressed their dissatisfaction. Such members were in Vadodara and 
Vasna banks. 
6.6.4 Employees'Altitude: 
About 92.2 per cent of the members were happy about the 
employees' attitude, while giving the bank services. However, 7.8 per 
cent of the members were not at all satisfied. Such members were found 
in Vadodara (29.7 per cent) and Vasna (3.8 per cent banks). 
6.6.5  Membership Procedure: 
In respect of membership procedure 61.6 per cent of the members 
were satisfied 'a lot' and 33.9 per cent'somewhat' while only 4.5 per cent 
of the members were not satisfied 'at all'. This dissatisfaction was asserted 
in Vadodara and Vasna Jijamata banks. 
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6.6.6  Period of Loan: 
About 93.9 per cent of the members expressed their satisfaction 
while 6.1 per cent of the members were not satisfied with the period of 
loan. For example, in Vadodara and The Mehsana Mahila banks, the 
period of loan was 12 and 15 months respectively. 
6.6.7 Method of Recovery of Loan: 
We found that almost all the members (99.3 per cent) were 
satisfied with the method of recovery of loans followed in the banks, in 
the case of overdues, while only 0.9 per cent of the members in Vadodara 
bank were not pleased with the methods of recovery of loan. 
6.6.8 Bank Election: 
To the question whether the members were satisfied with the 
elections in their banks, the majority of them (70.3 per cent) were 
satisfied 'somewhat', while 26.2 per cent of them were satisfied 'a lot' and 
only 3.5 per cent of the members disliked the bank elections. Of course, 
such cases were found in all the banks. 
6.6.9 Physical Facilities in the Banks: 
With a view to knowing the members' satisfaction regarding the 
physical facilities in their banks, viz., building, sitting arrangement, 
drinking water, notice-boards, complaint-books etc.. tho members were 
asked to give their opinions. In this respect only 4.8 per cent of the 
members were dissatisfied and they were from all the banks. 
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6.6.10 Banks' Social Activities and Rate of Dividend: 
The highest degree of dissatisfaction was seen in the case ol bank's 
social activities (31.3 per cent) and rate of dividend (22. per cent). Almost 
all the banks were lacking in the participation of social activities like 
organisation of training to members, seminar i blood donation camps etc.. 
This was necessary to make the women banks a mass bank or family bank. 
In the case of dividend, almost all the banks except Vadodara bank, have 
distributed the dividend but still the members were not satisfied with its rate. 
In short, this shows that, by and large;, the members' dissatisfaction 
in the case of banks' participation in social activities and rate of dividend 
was ranging from 22.6 per cent to 31.3 per cent, which is noticeable. 
6.7   Suggestions of the Members About the Mahila  Co-operative 
Banks: 
With a view to making some improvement in the working of 
Mahila co-operative banks, the members were asked to give their 
opinions and suggestions in respect of membership, loan procedure, role 
of management and employees, etc.. the following (6.14) were some of 
the suggestions made by the members. 
6.7.1   Membership: 
Out of the total members, hardly 4.5 per cent have given some 
suggestions for the improvement of membership procedure. In Vadodara 
Bank about 15 per cent of the members have suggested to make the 
membership procedure easy and to waive off the condition of certain 
amount of fixed deposit before joining the membership. Because of this 
many needy persons cannot avail themselves of loan facilities. 
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6.7.2  Loan Procedure: 
Regarding the loan procedure, on an average 15.8 per cent o the 
members want to suggest that the amount of loan and the duration of loan 
should be sufficient. These suggestions were mostly made by the 
members of Vadodara, Vasna and The Mehsana Mahila banks, while in 
other banks very few members made suggestions in this respect. 
6.7.3 Role of Management: 
Only the members (3.9 per cent) of Vadodara Bank suggested that 
the unhealthy politics in the bank should be avoided and more attention 
should be paid on members' probelms. 
6.7.4 Role of Employees: 
Out of the 100 members, only 8.4 per cent have given some 
suggestions regarding quick customer services and to keep cordial 
relations with the members. If we observe the bankwise position, it will 
be seen that 29.7 per cent of the members of Vadodara and 7.5 per cent of 
Vasna Banks have made these suggestions. The members of Vadodara 
Bank were satisfied with the bank management, but they were dissatisfied 
with the employees' attitude towards the members/customers. 
6.7.5  Other Suggestions: 
Only 8.7 per cent of the total members made the suggestions 
regarding the increase in the rate of dividend. Of course, these 
suggestions came only from the members of Vadodara Bank. While the 
suggestions regarding the avoidance of delay in loan sanction came from 
all the banks except Bapunagar Bank. 
183 
 
In short, it seems that a majority of the suggestions were made by 
the members of Vadodara bank, while very few suggestions were made 
by the members of the rest of the banks. 
6.8 Conclusions: 
It has become necessary for a housewife to supplement the income 
of her husband in these days of ever-rising prices. As such it will be of 
immense help if Mahila cooperative banks will make the necessary 
capital available to women who are needy and would like to set! up small 
business enterprise. This will enable them to improve the lot of their 
families financially. Besides, those who follow the prac tice of thrift and 
deposit their savings with bank regularly, als| serve the country. Against 
this background the sample study undertaken. 
The sample study reveals that the development of mahila co-
operative banks has been a recent phenomenon which has attracted the 
younger generation as majority of the members were from the age group 
of 18 to 45 years. The castewise composition shows that the weaker 
sections of the society such as-SC/ST were given the due consideration in 
the membership of mahila banks There was no dearth of members, as 
every year the membership has shown an upward trend. Except Vadodara 
bank, there was easy entry into the mahila cooperative banks. 
As regards the impact of mahila cooperative banks, it was found 
that, the financial help of the hanks has helped the members to undertake 
jobs, the nature of which was self-employment and job opportunities to 
ethers to some extent, the financial help of the bank has helped the 
members to utilize their spare time. There was also scope for the banks to 
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develop the skills among the women, as 77 per cent of the members were 
having no skill. It was found that about 28.39 per cent of the women had 
availed themselves of the loans from money-lenders, before joining the 
bank. There is also a fear that still money-lenders will continue, if mahila 
cooperative  banks finance insufficient loans. It was found that there was 
credit gap taking into consideration the present inflationary situation. The 
members were saving with their banks either in the form of Recurring 
Deposits or Pigmy Deposit accounts. This shows that the savings habits 
among the women have been developed. 
The purposewise loan portfolios show that the major portion of the 
loans was given for the priority sectors. This shows that the mahila 
cooperative banks were marching towards the national goals. Of course, 
there are a number of deficiencies in the working of the banks such as 
members' passive participation and the overdues of loans, and hence the 
usefulness of the women's banks is to be provided in future than at present. 
It was observed that most of the women's co-operative banks were 
self-sufficient in respect of capital. The share of government capital was 
very small. The growth rate  in membership, paid-up share capital, 
reserves, deposits and loans outstanding was as per the national and State 
average figures. The internal resource position of all the sample banks 
except Vadodara bank was satisfactory. The total deposits of all the 
sample banks were more than Rs.1 Crore and the deposits of Bapunagar 
and Vasna banks were upto Rs. 10 crores. Inspite of the keen competition 
from commercial and other private sector banks, the mahila banks have 
faired well in deposits mobilization. In respect of loan operations of the 
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banks, it was found that all the sample banks have financed more than 70 
percent of their loans to priority sector. 
The ratio analysis of these banks shows that the banks were 
growing slowly, though there were variations in the growth rates of each 
banks. However, one can warn that the banks must pay proper attention to 
the recovery of overdues of loans. 
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CHAPTER-7 
PROBLEMS AND PROSPECTS OF  
MAHILA CO-OPERATIVE BANKS 
7.1   Introduction: 
Some of the fundamental problems faced by the urban cooperative 
banks in general and the problems faced by mahila cooperative banks in 
particular are discussed in this chapter. These problems can be classified as 
the problems to be considered by Reserve Bank of India, Central 
government/State Co-opeative Bank and by the management of urban banks. 
7.2  Problems to be considered by RBI 
7.2.1 Dual control Over Urban Co-operative Banks: 
Urban co-operative banks are registered under the State Co-
operative Societies Act. Their functions and powers are detailed in their 
by-laws, rules and also legislative enactments. They function on the lines 
of democratic management with a board of directors elected by the 
general body, which is the supreme authority. 
The urban banks were under the control of the State Government, 
but in March 1966 certain provisions of Banking Regulation Act of 1949 
were extended to them. Accordingly, the urban banks came under the 
purview of the RBI. Since then the urban banks have been subject to 
discipline of the Registrar of co-operative societies having control in the 
matters of registration, amalgamation, winding up, by-laws, management, 
audit, etc. and RBI have control over the banking operations. This 
situation has arisen because of the provisions in the Indian constitution 
under which the Central Government has powers to legislate only on 
banking matters of co-operative banks and other matters come within the 
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purview of state government. The dual control has often resulted into 
over lapping and sometimes proves contradictory to each other. It may be 
mentioned that although there is dual control the RBI and the Co-
operative Department should consult each other on important matters of 
policy to avoid conflicts.  
7.2.2 Restrictions on Opening New Banks and Branches: 
RBI imposes many restrictions on the opening of new banks and 
the branches. The banks are not allowed to open their offices, eventhough 
they fulfill all the conditions laid down by the RBI. Recently, the required 
population of the urban centre and the required share capital for the 
registration have been increased. Therefore, such conditions are being 
fulfilled only in big cities and hence the semi- urban towns cannot open 
the new banks. Whenever the urban banks approach for licences for 
opening new branches, they have to satisfy two authorities, namely, RBI 
and the Registrar of Co-operative societies in the state. They do not co-
ordinate and work in union, with the result that the urban banks find it 
extremely difficult to get licences. 
7.2.3 Problems in Priority Sector Advances: 
RBI stipulates that 60 per cent of the credit of urban cooperative 
banks must flow to priority sector out of which 25 per cent should be for 
weaker sections. The urban co-operative banks do not deny their social 
obligations but the fact remains that for want of sufficient number of 
eligible borrowers to fulfill the target of weaker section advances, these 
banks find it difficult to adhere to these stipulations. 
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Urban co-operative banks are urbanbased and in towns and 
metropolitan cities, it is hard to fulfill the criteria of eligibility stipulated 
for weaker section advances and other priority sector advances. As a 
solution, the urban banks have been consistently pleading for reducing 
the percentage to 40 at par with commercial banks. The urban co-
operative banks are insisting on a realistic allocation for priority sector 
advances, i.e. 50 per cent in the semi-urban area and 45 per cent in urban 
area and 40 per cent in metropolitan areas. The urban banks are hesitating 
to finance for small scale industries which come under the priority 
sectorjdue to the sickness of small industries and low rate of profit. It is 
found that approximately 50 per cent of the new small scale units in the 
industrial Estates of GujaratIndustrial Development Corporation, were 
either in loss or in low profits.1 
7.2.4 Rehabilitation of weak Urban Banks: 
The democracy among urban banks is mainly found in the state 
where co-operative movement is under-developed. The banks which are 
having high overdues and are not self-reliant in their resources, or 
mismanaged are heading towards dormancy and such banks need 
rehabilitation. According to the norms fixed by RBI, the urban banks 
whose owned funds have eroded by more than 25 per cent of their bad 
and doubtful debts, and accumulated losses, or whose overdues exceeded 
50 per cent of the demand loans outstanding are identified as weak and 
brought under the programme of rehabilitation. The State Governmerat 
helps such banks to become viable within three to five years. The banks 
which cannot be rehabilitated can be merged or liquidated with nearest 
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urban bank. Some of the State Co-operative banks have not helped the 
weak banks to become viable and hence many banks have merged due to 
absence of effective co-ordination between the weak urban banks and 
apex banks;the implementation of rehabilitation is very slow.2 
7.2.5  Limitations on Refinance Facilities: 
The refinance facilities to urban co-operative banks are available 
both from the Reserve Bank of India, and the Small Industrial 
Development bank of India(SIDBI). The RBI gives the refinance 
facilities to specified industries under its Act No. 17(2) bb section 4(c). 
Under this scheme the requirement of working capital of small industries 
is met by RBI. The loan is sanctioned through the State Co-operative 
Bank to finance the applicant bank. The SIDBI also refinances the small 
scale industries to meet their term loan  requirement. Under this facility, 
the borrower gets the loan at concessional rate of interest. But this facility 
is not available to the urban banks, whose funds are surplus. Therefore, 
the borrowers of such banks are deprived of the concessional rate of 
interest. It is found that a few banks avail themselves of these facilities, 
though the concerned bank fulfills the conditions of refinance facilities. 
7.2.6 Limitations on Duration of Deposits: 
The RBI has ordered (April 1987) all types of banks that they 
should not accept the deposits for a period "of more than 10 years. As a 
result, there are limitations on the deposits. It is also ordered by RBI to 
finance for the small-scale industries and for housing. The loan required 
for these purposes has to be invested for a period of 10 to 15 years. This 
restriction is quite contradictory as the short term deposits can not be 
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invested in long term loans. Hence, this restriction of duration has 
remained as obstacle in the progress of urban co-operative banks. 
7.3   Problems to be considered by Central Government:  
7.3.1 Problems of Controversy on Open membership: 
There seems to be controversy over the principle of 'Open 
Membership' in respect of urban banks. Some banks have already become 
too large in respect of membership and they feel that any further addition 
of members would make them unmanageable. This problem was 
discussed by the study group on credit co-operatives in non-agricultural 
sector and the following recommendations were made by the study group. 
"Generally, membership of urban bank should be open to all persons 
competent to contract and residing in the area of operation." But this 
provision has also caused a problem to many banks as the area of 
operation of some banks is wide and hence a person willing to be a 
member cannot be admitted as a member. 
This problem can be solved by allowing such new persons to be the 
nominal members, and they may be provided credit facilities except 
voting power. 
7.3.2 Problems of Housing Finance: 
Members of urban co-operative banks largely depend on the banks' 
finances for acquiring their own houses. The urban banks have been 
doing a lot for housing finance in cities and semi -urban places. However 
the present limit of finance per individual for lower and middle income 
groups is held upto Rs. 5,00,000. This amount is inadequate in view of 
the high value of accomodation and cost of material. 
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Many of the urban banks except a few in Bombay and Ahmedabad, 
did not have adequate resources for providing long term loans for 
housing. The long term resources for lending were also meagre. 
Therefore, the limit of credit cannot make any serious dent into the 
position. Similarly, the loans of more than five lakh can only be given by 
the Scheduled Co-operative Banks which are a few in number. Another 
practical problem is that the banks did not have the experts in this respect. 
If the National Housing Bank implements its refinance facilities through 
the urban cooperative banks, then only the loans for busing through urban 
co- operative banks will be sufficient and effective.  
7.3.3 Heavy Stamp Duly: 
Instruments to be executed by the urban co-operative banks in 
favour of their members where the amount or value specified in the 
instrument is more than Rs. 10,000, the Stamp Duty is to be paid. But 
since 1985 the rates of Stamp Duty (Rs. 20 per Rs. 1,000) on the loan 
documents have been increased. The borrower has to pay the Stamp Duty 
and the registration fees at the time of loan disbursement, which results 
into a burden on the borrower, particularly on those who come from 
lower and middle class society. Such fees are exempted to DCC Banks 
and Commercial banks. Therefore, these fees should be exempted to 
urban co-operative banks.  
7.3.4  Burden of Provision of Shops and Establishment Act: 
Almost all the State Governments had made the provisions of Shop 
and Establishment Act applicable to the co-operative banking institutions. 
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But the commercial and nationalized banks are excluded from the 
purview of the provisions of the above Act. 
Since Bombay Industrial Relations Act is also applicable to 
cooperative banks, the above discrimination should be put to an end and 
urban co-operative banks should be exempted from these Acts. 
7.3.5 Burden of Election Expenses: 
Conducting elections of representatives to the boards is an 
expensive exercise in the urban co-operative banks. For example, in 
Gujarat, the elections for urban banks need to be conducted through the 
Registrar, which increases the cost of election. Added to this, in certain 
urban banks, tendencies of groupism in elections are causing damage to 
the spirit of objectives of co-operation. There are several court cases 
which increase financial burden to the banks. The elections in these banks 
have to be examined critically to find solutions so as to economize the 
election expenses. If the election notification is issued in the Gazette 
under suitable Section of Gujarat co-operative societies Act, the election 
expenses will be minimised. 
7.4  Problems to be considered by State Government and State Co- 
operative bank: 
7.4.1 Regional Imbalances: 
One of the major problems of urban co-operative banks is the low 
coverage of population. The statewise coverage during 1975-76 was the 
highest (47.6 per cent) in Tamil Nadu, 40.5 per cent in Gujarat, 37.8 percent 
in Kerala, 34,4 per cent in Maharashtra and lower at 13.3 per cent in Orissa, 
4.8 per cent in MP, 4.4 per cent in Rajasthan and 2.7 per cent in Delhi. 
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As on 30 June 1977, out of the total towns and cities of 2,643 (as per 
1971 census) only 32.2 per cent of the towns were covered by the urban 
banks. This percentage was the highest in Maharashtra (86 per cent), Gujarat 
(83 per cent), Kerala (65.9 per cent) Tamil Nadu (43.1 per cent) and it was 
the lowest in the UP (7.2 per cent), M.P.(12.1 per cent), Rajasthan (6 per 
cent), Assam (1.4 per cent) and Bihar (1.2 per cent). Regional imbalances 
exist even within the State:e.g., in Maharashtra, out of 380 urban co-
operative banks as on 30 June 1988, 125 banks were established in Bombay 
region, 138 in Pune, 66 in Nasik, 19 in Amarawati region, Aurangabad and 
Nagpur regions having 17 and 16 banks respectively. 
The State Government should take effective steps to organise urban 
co-operative banks in the places where they have not organised. The 
Reserve bank of India also gives necessary assistance to form the new 
banks in such areas. 
7.4.2 Irregular statutory Audit: 
Timely statutory audit in urban co-operative banks is very crucial 
for their efficient management. But it was found that about 50 percent of 
the banks' Statutory audit was not completed in time, as a result of which 
the banks were failing in complying with the statutory requirements in 
submission of audited balance sheet and profit and loss accounts to RBI; 
this is a serious lapse.3 The experience in this respect requires to be 
reviewed and the present audit arrangements modified. The system of 
Statutory audit in commercial banks should be studied and adopted by the 
urban co-operative banks also. This will help to improve the operational 
efficiency. The Panel of qualified auditors, for all the States as it is 
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prepared in Maharashtra, should be prepared on the lines of those 
prepared for commercial banks. 
7.4.3  Absence of State Urban Co-operative Bank: 
Presently the cheques and bills of urban co-operative banks are 
cleared through the State Co-operative banks, which causes delay. 
Therefore, the urban bank cannot make the payments of their customers 
in time. Hence there is a need for a separate State urban co-operative 
bank. The need for State level/Apex urban c operative bank is already 
discussed in Chapter I. The Apex Urban Co-operative Banks may be 
organized only in the States where sizable number of urban co-operative 
banks exist. For example, Maharashtra, Gujarat, Karnataka, Tamil Nadu, 
etc.. It is pertinent to mention here that the Madhav Das committee had 
also considered the question of organisation of separate Apex bank for 
urban co-operative banks. 
Almost all types of co-operatives in India have established their 
federal structure at State and National levels, but urban cooperative banks do 
not have their own federal structure. Due to the absence of such federal 
structure the urban banks are at the mercy of the district Central Co-
operative banks, which are mainly financing the agricultural credit societies.  
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7.5 Other Problems: 
7.5.1  Problems of Multiple borrowings: 
One of the major problems faced by the urban co-operative banks 
is multiple borrowings. Since a number of co-operatives have a vested 
interest in continuing to be a member of more than one bank, may not 
always be for borrowing from them, but for some other considerations. 
Principally speaking, no person should be a member of more than one co-
operative society, having identical objectives. Multiple membership gives 
room for doubting his bonafide intention. In such circumstances a 
member can borrow from more than one bank. This would naturally 
result in his inability to repay the dues in time. There are a number of 
such examples where people borrow from more than one bank simul-
taneously without disclosing this fact to other banks. This happens in 
towns and cities, where there are a number of banks. There are a number 
of banks whose membership is so large that it is difficult for the banks to 
find out the information of the borrowers. This happens because of the 
human nature to go on borrowing without caring for one's repaying 
capacity or lack of planning of their own economic activities. A remedy 
on this situation is a co-operation among the various co-operative banks 
to make the information of sorrowers available to one another through a 
suitable institutional arrangement and media.4 The Association of urban 
co-operative banks can help the banks in this connection. 
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7.5.2  Other Problems: 
There are several other problems also. The urban banks (except the 
scheduled urban banks) are not allowed to accept the chequers, drafts and 
pay slips of the Government and semi-Government Bodies. The urban 
banks are not allowed to collect the deposits from the trusts nor can they 
collect insurance premium on behalf of Life Insurance Corporation of 
India. Likewise, the State Electricity Board has not permitted the urban 
banks to collect the electricity bills. All these problems need to be 
considered by RBI and the State governments. 
7.6  Problems of Sample Mahila Co-operative Banks: 
The following were the specific problems faced by the 
samplemahila co-operative banks. These problems can be broadly 
classified as structural, organizational (managerial), financial, physical 
and others. 
7.6.1   Structural Problems: 
7.6.1.1 Limitations on branch Expansion: 
Out of the fivesample banks, several banks had applied to RBI for 
permission for the opening of new branches in the area of their operation. 
Generally, the RBI gives permission to open the branches to the banks, if 
they fulfill the conditions of population, priority sector advances, 
satisfactory recovery and having 'A' audit class. But RBI has neglected 
this demand even though the mahila cooperative  banks fulfill the criteria, 
hence the branch expansion programme of these banks was prolonged. 
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7.6.1.2 Lack of Proper Borrowers: 
The mahila cooperative  banks have tried to provide maximum 
services to their members. However, in the case of a few banks, it was 
found that there was a lack of proper borrowers. The RBI has laid down 
the condition that loans provided must be 'productive' and 'self-
employment-oriented'. The banks whose membership is spread over rural 
areas it was difficult to find out the borrowers for productive investment 
purpose. 
7.6.2  Organizational (managerial) Problems: 
7.6.2.1  Competition from Nationalized and Other Government 
Savings Schemes: 
The commercial banks have been comparatively in a dominating 
position due to their long-standing, low rate of interest, long term credit, 
larger amount of loan to single party, etc.. Again, the commercial banks 
have no restrictions on the area of operation. 
Furthermore, they have adequate staff, skilled personnel, provision 
of all types of banking facilities and wide publicity to attract the clients. 
Due to this the co-operative banks (mahila banks) have reduced to the 
subsidiary position in the field of credit. Also the Government Savings 
Schemes, viz., Indira Vikas Patra, National Savings Certificates, UTI, 
Mutual Fund scheme of nationalized banks etc., were competing the 
mahila banks. Most of the mahila cooperative banks, especially Vadodara 
banks, have faced this problem due to a number of nationalized and 
private banks in Vadodara City. 
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7.6.2.2 Problems of Staff Turnover: 
One of the internal problems faced by the mahila co-operative banks 
was the problem of staff turnover. It was due to the following reasons: 
i) Marriage 
ii) Better prospects 
iii) Low salary scales 
After marriage, a lady goes to her husband's house, and hence she 
leaves the job. Out of 6 banks, 5 banks, except Bapunagar have reported 
that the ladies have left duties, while 4 banks except Bapunagar and 
Mehsana reported that the staff turn-over was due to better prospects 
elsewhere and Vadodara and Vasna banks reported the reason of the low 
salary scales in the women's banks. 
7.6.2.3 Lack of Trained Personnel: 
By and large, man-power planning is being neglected in all the 
sample banks; there was no plan indicating the manpower requirements, 
made in advance and no systematic training and development 
programmes formulated for their staff. Due to the financial burden and 
lack of interest shown by the management, the percentage of trained 
personnel in mahila banks was very poor. The bank should recognize that 
human research is the most productive and versatile resources.5 
7.6.2.4 Lack of Managerial Staff: 
Due to limited earnings and low salary there was lack of well-
experienced managerial staff. Many mahila co-operative banks could not 
obtain competent staff due to the above reasons. The experts were not 
available in the banks to study the borrowers' financial position and help 
in their project reports. 
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7.6.2.5 Complicated Loan Procedure: 
The Vadodara mahila co-operative Bank undertakes two guarantors 
as well as the signature of their husbands or sons. It seems 6 persons are 
compelled to remain present at the execution of loan bond. Due to the 
above condition the guarantors are not ready to stand as surety. 
7.6.3  Financial Problems:  
7.6.3.1  Problems of Overdues: 
The women's banks, especially Vadodara mahila Bank, has been 
facing the problem of overdues since last few years, as a result of which 
the bank has been declared as weak bank and it was under the 
rehabilitation programme of RBI. In the initial years the bank was not 
having permanent manager as well as recovery officers. Therefore, the 
overdues were high. The lady recovery officer cannot be appointed by the 
women's bank. 
It was also observed that the membership of the mahila cooperative 
bank means an additional source of loans to men. The few literate members 
of Vadodara bank in rural areas were not aware of the loan amount and 
period of loan; almost all the amount was spent by their husbands. 
7.6.3.2 Lack of sufficient Loan Amount: 
There was gap between the credit demands and the credit 
sanctioned by the banks. It was observed in the survey that on an average 
6 per cent of the borrowers were getting insufficient loan amount from 
their banks. This situation was found in Vadodara, Vasna and Mehsana 
banks. Because of this situation, the members used to avail themselves of 
loans from other sources such as moneylenders and private agencies. 
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7.6.4  Physical and Other Problems 
7.6.4.1 Lack of Adequate Office Premises; 
Every urban bank should be suitably located, keeping in view the 
demands of banking business. The Varde Committee has given stress on 
the location of the bank. A good building with modern arrangement for 
business activities, e.g., well ventilated banking hall, safe deposit vault, 
etc., will go a long way to enhance the prestige of the institution and 
promote confidence in its depositors. 
Out of the five, only two banks (Bapunagar and Mehsana) were 
having their own building, while the remaining four banks were 
functioning in rented premises which were not suitable for the working of 
the banks. The adequate building and the location also affects the 
working of the banks. 
7.6.4.2 Lack of Property on the Name of Female: 
Though the personal contact and intimate knowledge of members 
are the best guarantees for the loans, yet as per RBI rules for every loan 
security of property is essential. In a male-dominated society like ours, 
there is no property on the name of woman and hence the banks were 
facing the problem of financing to women. Generally, the banks finance 
the women on their personal security with two guarantors; however, in 
the case of big amount of loans banks were facing this problem. It was 
observed that in many cases it was too difficult to get the guarantors as 
many members were having no immovable property. 
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7.7 Prospects of Mahila Co-operative Banks: 
7.7.1 In spite of the above difficulties, the mahila co-operative banks 
have good prospects in financing the women. The prospects of 
mahila co-operative banks in India are glamorous because of the 
following reasons: 
(1) Present government policy aims at encouraging the women to 
make them self-reliant. 
(2) So far, the small-scale and cottage industries are not getting much 
attention by the big banks, and hence much more is still to be done 
there; this can be done by co-operative banks. 
(3) Due to the keen competition in the open market for funds, skill to 
innovate new scheme, propogate it and finanace for it is a 
challenge to mahila co-operative banks. 
The all-India data indicate that about 50 per cent of the population 
is living below the poverty line. Therefore, the women's bank could play 
a crucial role in improving the standards of living of women's financing 
suitable banking policies. 
Dr. Rathod is ambitious about the future of the women's co-
operative banks. He says, 
The young women can organist and develop mahila  co-operative 
banks with a view to promoting economic well-being of their 'have not' 
sisters. In future these banks should aim at making these banks in true 
tense, of the people, for the people, by the people and make them 
Goddess of Wealth to make the life cheerful.6 
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It is, thus, clear that mahila o-operative banks have bright future in 
India. The demand for new mahila co-operatives will be ever expanding 
due to promotion of women's development programmes. The banking 
services will be demanded by women as they consist of fifty per cent of 
the total population. 
7.7.2 Need for Perspective Planning: 
Though no special provision was made in the Central and State 
Plans for the development of women's banks they have emerged out of 
the need. They have created awareness and strength among the female 
population by providing them credit facilities. This was the tradition that 
women could not be a member of a bank and she could not avail herself 
of loan facilities on her own risk. However, this concept has become out-
dated with the beginning of women's bank in India. The RBI has also 
taken a note of such banks. The women's banks should frame their 
policies as per the national plans and should help the weaker sections of 
women. 
So far, except the states like Maharashtra, Gujarat, Karnataka, 
Andhra Pradesh and Goa, there are no women's banks. Similarly, there 
are several districts in Gujarat where there are no women's banks. 
Therefore, there is a potentiality in such districts. The National Federation 
of Urban Co-operative Bank and Credit Societies should take a lead in 
collecting the data on women's bank and they should study the problems 
of these banks and suggest new places in the country. Thus, much work 
remains to be done in future. 
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Performance of Five Sample Co-operative Banks is given in 
Chapter-6 
7.8  Problems of Mahila Co-operative Banks: 
There is no much difference between the problems of mahila co- 
operative banks and the problems of general urban co-operative banks. 
However, there were some differences between the problems of general 
urban banks and women's banks. The following were the specific 
problems faced by the sample mahila co-operative banks. These can be 
broadly classified as structural, organizational or managerial, financial, 
physical and others. 
Out of the five simple banks, three banks had applied to RBI for opening 
of new branches; but RBI has ignored the demand even though they 
fulfill the conditions laid down by RBI. 
The women's banks have tried to provide maximum services to 
their members. However, in the case of few sample banks, it was difficult 
to find out the proper borrower who can utilize the loans for 'productive' 
and 'self-employment-oriented. The banks whose membership is spread 
over rural area, it was difficult to find out the borrowers for productive 
investment purpose. 
The women's banks were facing some of the physical problems 
such as lack of adequate office premises and the location. Again, they 
were facing the problem of staff turnover. It was due ta marriage, better 
prospects and low salary scales. 
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Due to limited earnings and low salary there was lack of well-
experienced managerial staff. Most of the women's banks could not 
obtain their competent staff due to the above reasons. 
7.9 Suggestions: 
On the basis of the study made so far it is clear that the growth of 
mahila co-operative banks on the whole was satisfactory, though there 
were imbalances in the various factors. However, we can suggest some of 
the recommendations which can help to improve the functioning of 
mahila co-operative banks. 
1. The due considerations should be given to the rural area while 
opening the branches. 
2. There is a scope for mahila co-operative banks in uncovered 
districts and towns in Gujarat. At present there are 21 districts in 
the state, which do not have women's banks. Steps should be taken 
by the leaders in the areas to organise mahila co-operative banks in 
uncovered areas. 
3. The banks should not put the artificial restrictions on the new 
membership: the worthy and needy women's should be helped 
without delay. 
4. The inclusion of male members was secure to banks; and hence 
upto certain level (30%) the male membership can be allowed as 
far as possible in all the women's banks. 
5. Taking into the consideration the volume of members, deposits and 
loan disbursement, the women's banks can divide their work into 
sub-sections headed by the sectional head and the member of the 
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board of directors. The committees such as loan, administration, 
planning and development, audit and inspection should be 
appointed. These sections can help to speed up the working of 
banks. 
6. The experienced and enlightened board of directors will make the 
management efficient. Therefore, there is a need for training to 
board of directors, as it is said, "It is not the good laws that run the 
good banking, but it is good people who run the good/sound 
banks". 
7. There is a need for standardization of the procedure for recruitment 
of various categories of staff. According to the committee on urban 
cooperative banks (Madhav Das Committee 1978), all the 
vacancies should be advertised and selection should be made after 
conducting written test and interviews. The State Federation of 
urban banks should fix qualifications and scales of various 
categories of staff taking into consideration the location and 
working capital.7 
8. The women's banks should give more attention to the recrutiment 
of female employees on all the posts, especially the female 
employees, should be appointed on the counters. 
9. To avoid the staff turnover and the disputes in the women's banks, 
the salary rules need to be revised after every five years. The 
expenditure on salary allowances, over-time pay, bonus, Provident 
Fund, etc. can be admissible upto 2% of the working capital. If 
once this relation is established, there should be no conflict 
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between the employees and the management, The employees 
should be made aware that the salary scales are linked with the 
working capital. 
10. The service rules should be framed in consultation with the union, 
the service rules should include the following items: 
(a) The  categories  and  designations  of the employees should 
be clearly mentioned. 
(b) The educational qualifications, age, experience, etc., should 
be mentioned at the time of recruitment. 
(c) The test and interview method should be the only criteria for 
the recruitment. 
(d) The vacant posts should be filled in by the new recruitment 
as well as by giving the promotions. There should be clear 
cut mention of the percentage of such recruitment. 
(e) Confidential reports, education, experience should be 
considered at the time of promotions. 
(f) The confidential report should consist of employee's 
attendance, personal conduct, behaviour with the customers, 
and with the co-workers, punctuality, neatness, work-
responsibility, etc. 
(g) The leave rules including casual leave, medical leave, 
priviledge leave etc. should be framed. 
(h) Rules regarding T.A., D.A, washing allowance and other 
allowance should be framed. 
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(i) The loan facilities for housing and other purposes should be 
framed. 
(j) The bonus and the Providend Fund rules should be framed in 
accordance with the National policy.8 
11. The bank management should pay more attention to training of the 
employees. They should be trained in the co-operative training 
centres. The before and after service training may be arranged in 
the training centres run by the Gujarat State Co-operative Union 
and Bankers' Training colleges of the State Co-operative Bank and 
RBI As far as possible short duration courses should be arranged at 
the headquarters of the women's banks. 
12. The State Government should provide grants from its planned 
expenditure to the co-operative Training Institutions for conducting 
such programmes. 
13. The bank management should also frame the standing orders in 
consultation with employee's unions. 
14. The mahila co-operative bank should avail itself of the refinance 
facilities from Reserve Bank of India and Small Industries 
Development Bank of India: all sample banks were eligible for 
refinance facilities. 
15.  The refinance facilities of Nations Housing bank should be 
implemented through the mahila co-operative banks. Generally the 
loan advanced by urban banks was for a period of three years. But the 
loans for construction purpose require larger amount and longer 
period, and therefore, the bank cannot make headway in this respeact. 
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16. It will be wise to take some 'nursing steps' before the bank can go 
into rehabilitation. The proper nursing measures can be taken when 
the symptoms of financial weakness are seen, so that the bank will 
not become weak. 
17. Presently, the rehabilitation committee consists of the 
representatives of the Gujarat State co-operative bank and Co-
operative Department. In addition to these members one member 
from the successful urban bank in the district or from the 
neighbouring district may be appointed, so that he can suggest the 
measures for improvement in the bank. 
18.  There should be uniformity in the presentation of the annual reports 
of the banks. The annual reports should give at least 5 years' 
progress report in respect of membership, paid-up share capital, 
deposits, loans, overdues, profit and loss, audit calss, etc.. This will 
enable the members as well as the general public to know the 
working of banks. 
19. The 'loan cards' may be issued to the members. Such cards will 
enable the member to know the duration, rate of interest and loans 
outstanding. 
20. The women's banks can undertake the skill formation training 
programmes, with the help of government and semi-government 
bodies for the women. 
21. The participation of members as well as management in seminars, 
conferences may be increased. 
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22. The board of directors of the Gujarat Co-operative Bank should 
consist of at least one lady director among the mahila co-operative 
banks in the state. 
23. There should be an Apex bank for the urban co-operative banks to 
take care of urban banks. 
24. With a view to redressing the complaints of the members and the 
customers/deposits the 'Suggestion Box' should be kept in the 
women's banks. It was found that none of the banks was having 
this facility. 
7.10  Need for Further Research: 
Some of the operational research in the mahila co-operative banks 
should be undertaken. The areas of further research shall be as under: 
1.  Causes of overdues in co-operative banks. 
2. Lending norms for various purposes in co-operative banks. 
3.  Facilitating factors in deposit mobilization in co-operative banks. 
4. Requirements of security and assessment of credit needs in co-
operative banks. 
5. Experience and lessons of financing of weaker sections in co-
operative banks.  
6. Customer-employee relations with special reference to customers' 
services in co-operative banks. 
7. Post -utilization studies of loans in co-operative banks. 
8. Political interference and political influence on lending and 
recovery in co-operative banks.. 
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These research activities can be undertaken by the banks 
themselves research or by the research institutes engaged in economic 
and social research. 
7.11  Conclusion: 
The urban banks are subject to departmental control and RBI Its 
expansion is severely restricted by the constraints of law and 
administration. Yet the urban co-operative banks in the country have 
strongly established themselves as an integrated fabric of banking 
structure. The establishment of women's banks in India, especially in 
Gujarat, has laid the corner-stone of economic development of women. 
However, there are several problems which need to be tackled in time. 
There is no much difference between the problems of mahila co- 
operative banks and the problems of general urban banks. The timely and 
sympathetic solutions on the problems of women's banks will take these 
banks on the map of the whole nation. 
If vigorous and planned efforts are made to draw a systematic plan 
after making a quick survey of potentialities of organizing women's 
banks, in the uncovered areas, then there is a considerable scope for their 
expansion. 
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A Comparative Analysis of Performance Appraisal of 
Mahila Co-operative Banks of Gujarat State 
(A Members' Schedule) 
Name of Bank:  
Place:          Sr. 
No......... 
Taluka:         Dist........ 
1. Particulars of Members: 
1.1 Name 
1.2 Age 
1.3 Caste 
1.3.1 General 
1.3.2 Baxipunch 
1.3.3 OBC 
1.3.4 Minority 
1.3.5 SC/ST 
1.3.6 Other than above 
1.4 Marital Status: 
1.4.1 Unmarried 
1.4.2 Married 
1.4.3 Separated/ Widowed/Divorced 
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1.5 Education 
1.5.1 Illiterate 
1.5.2 Primary 
1.5.3. Secondary 
1.5.3 Collegiate and above 
1.6 Occupations 
  1. Main: 
  2. Subsidiary: 
1.7 What was your traditional occupation? 
1.8 Size of Family and Earning Members. 
 
Particulars Below 18 Years Above 18 Years Total 
1.8.1 Male   
1.8.2 Female   
1.8.3 Total   
1.8.4 Earning Members   
2. Membership 
2.1 Since how long are your member of this bank? 
2.2 Who motivated you to become the member of the Bank? 
 (Give answers from the following alternatives) 
2.2.1 Bank Directors 
2.2.2 Bank Members 
2.2.3 Friends and Relatives 
2.2.4 Government Officers 
2.2.5 Self-motivation 
2.2.6 Others 
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2.3 Do you feel that procedure of membership is cumbersome? 
2.3.1 Yes  2.3.2 No 
2.4 If yes, please state the problems 
 
2.5 Is anybody from your family a member of this bank? 
2.5.1 Yes  2.5.2 No 
2.6 Do you feel that the membership with the mahila co-operative bank 
is beneficial to than that of any other Urban Co-operative bank? 
2.6.1 Yes  2.6.2 No 
2.7 If yes, mention the advantages 
2.7.1 Women's Bank/Easy entry 
2.7.2 Timely help 
2.7.3 Cordial Relations 
2.7.4 Others 
3. Enterpreneurship 
3.1 Have you undertaken any job/business on your own? 
 Yes   No 
3.2 If yes, please mention: 
 
 
3.3 If you have job, state how many hour do you spend daily? 
 [2], [4], [6] or more hours 
3.4 Do you have any business skill? 
 Yes   No 
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3.5 If yes, state the name of skill 
 
3.6 How have you obtained the skill? 
 
3.7 Who introduced you idea of job/business which you have 
undertaken? 
3.7.1 Husband 
3.7.2 Friends and relatives 
3.7.3 News papers/Magazines 
3.7.4 Self-idea 
3.7.5 Womne's bank 
3.7.6 Any other 
3.8 Who supervises your job/production? 
3.8.1 Myself 
3.8.2 Relatives 
3.8.3 Servants 
3.8.4 Others 
3.9 Whatarrangements have you made for the sale of your goods? Give 
particulars. 
 
3.10. Do you face the problems regarding the sale of your goods? 
3.10.1 Yes  3.10.2 No  3.10.3 N.A. 
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4. Particulars of Family Income 
 Particulars Source Annual Income 
(In Rs.) 
4.1 Respondent   
4.2 Husband   
4.3 Son/daughter   
4.4 Daughter-in-law   
4.5 Others   
4.6 Do you feel that the economic 
conditions of your family have 
improveddue to this Bank? 
  
4.6.1 Yes   
4.6.2 No   
4.7 If yes, how?   
5. Particulars of Bank Loan 
5.1 What were the sources of loan before your joined the womens co-
operative bank? 
 Source Amount Rate of interest 
5.1.1 Urban Co-op banks   
5.1.2 Proprietor   
5.1.3 Money lenders   
5.1.4 Relatives   
5.1.5 Others   
 
5.2 Do you think that the present limit of Bank loan in sufficient? 
5.2.1 Yes  5.2.2 No 
226 
 
5.3 If no, then state what are the alternative sources of loan to meet the 
defict? 
5.3.1 Money lenders 
5.3.2 Private Agents 
5.3.3 Co-operative bank/credit societyes 
5.3.4 Others 
5.4 Do you face any problems in obtaining Bank Loan? 
5.4.1 Yes 5.4.2 No 
5.5 If yes, give particulars from the following: 
5.5.1 Insufficient morage 
5.5.2 Lack of proper guarantor 
5.5.3 Delay in obtaining loan 
5.5.4 Political interference 
5.5.5 Complicated proceudre 
5.5.6 Any other 
5.6 Do you prefer to obtain loan from this bank in future? 
5.6.1 Yes 5.6.2 No 
5.7 For what other purposes do you think that the bank should provide 
loans for you? (give particulars) 
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6. Utilization of Loans 
6.1 Give particulars of the utilization of loans taken from this bank so 
far. 
Sr. No. Year Amount Purpose Duration or 
Installments 
1     
2     
3     
4     
6.2 Have you ever obtained hypothecation loan from this bank? 
6.2.1 Yes 
6.2.2 No 
6.3 If yes, give particulars: 
Sr. No. Year Amount Purpose  Kind of 
Hypothectation 
1     
2     
3     
4     
 
7. Overdues 
7.1 Were there any incidences of overdues? 
7.1.1 Yes 
7.1.2 No 
7.2 If yes, give amount of overdues: Rs. 
7.3 What werre the reasons of overdues (Give particulars) 
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8. Saving Habit of Members 
Sr. 
No. 
Source Amount Weekly Period 
Monthly 
Annual 
8.1.1 Women's co-
op. Bank 
    
8.1.2 Prigmy Deposit     
8.1.3 Other Co-op. 
bank 
    
8.1.4 Postal Bank     
8.1.5 Commercial 
bank 
    
8.1.6 Bishi/Others     
8.1.7 Total     
 
9. Members' Satisfaction Towards Bank 
What is the extent to which you are satisfied with? 
Sr. 
No. 
Particulars No at 
all 
Some 
what 
A 
lot 
If' Not at all' 
give reasons 
1. Customer's services     
2. Bank management     
3. Officer's co-operation     
4. Employees attitude     
5. Membership procedure     
6. Period of loan      
7. Bank election     
8. Facilities like drinking 
water, seating 
arrangement 
    
9. Bank social activities     
10. Rate of intereast     
11. Rateof dividned     
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10. Employment Opportunities 
10.1 Has the bank loan helped you to secure the self 
employment? 
10.1.1 Yes 10.1.2 No 
10.2 if Yes, give numbers 
10.2.1 Skilled 
10.2.2 Unskilled 
10.4 Ha anybody form your family got the services in this bank? 
1.4.1 Yes 1.4.2 No 
11. Participation Members 
11.1 Have you actively participated in the management of the 
Bank so far? 
11.1.1 Yes  11.1.2 No 
11.2 If yes, please give the natrure of participation 
11.3 Have you attended the last Annual General Meeting? 
11.3.1 Yes  11.3.2 No 
11.4 If no, give reasons 
11.4.1 No time to attend 
11.4.2 Late receipt of notice 
11.4.3 Dislike of illegal transaction of meeting 
11.4.4 No need  to attend as bank is going on right path 
11.4.5 Any other reasons 
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12. Suggestions for Improvement 
 What improvement would you suggest in the following matter? 
Give details. 
12.1 Membership 
12.2 Loan procedure 
12.3 Role of management 
12.4 Role of employees 
12.5 Any other 
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APPENDIX-I 
The Committee on Licencing of New Urban Cooperative Banks set 
up by the Reserve Bank of Inida Under the chairmanship of Shri. S.S. 
Marathe, which submitted its Report to the Governor, Reserve Bank of 
India on 20th may, 1992 made the following recommendation regarding 
Mahila Banks. 
"(v) The Committee feels that the existing policy in regard to 
Mahila Banks and to proposal for organisation of new Bank from areas 
having prdominant concentration of Scheduled Castes/ Scheduled Tribes/ 
Weaker sections is in order and may be continued in its presnet form. 
However, no bank should be allowed to be established for the exclusive 
benefit of a particular caste, creed, avocation, professionor a specific 
section of population or society."   [2.28 (v)] 
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List of Mahila Cooperative Banks-Statewise 
(JUne-1991) 
Andhra Pradesh 
1. Guntur Women's Co-operative Bank Ltd., Market Complex, Hall 
No. 8. No.1—2355, Guntur-522 003. 
2. A.P. Vardhman (Mahila) Cooperative Urban Bank Ltd. 
 3-5-141/E-7, Ground Floor, Geetanjali Complex, Eden Bagh, 
Hydrabad-500001 
Goa State 
1. Women's cooperative Bank Ltd. 
 Ganga Niwas, Dr. Shirgaonkar Road, Panaji, Goa-403001 
Gujarat State 
1. Ahmedabad Mahila Nagrik Sahkari Bank Ltd. 
 M/5, 63, Shastri Nagar, Naranpura, Ahmedabad-380013 
2. Bhavnagar Mahila Nagrik Sahkari Bank Ltd., 
 C/o Bhavnagar District Bank Ltd., Gangajalia Talav, Bhavnagar-
364001 
3. Mahila Utkarsh Nagrik Sahkari Bank Ltd. 
 1, Rajmukut Society, Naranpura, Char Rasta 
4. Shri Mahila Sewa Sahkari Bank Ltd. 
 Sewa Reception Centre, Opp. Victoria Garden, Ahmedabad-
380001 
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5. Surat Mahila Nagrik Sahkari Bank Ltd., 
 Balaji Road, 9/1304, "Swayam Siddha", Surat-395003 
6. Valsad Mahila Nagrik Sahkari Bank Ltd. 
 Sahkar Sadan, Kacheri Road, Bulsar 
7. Mahila Sahkkari Bank Ltd. 
 Brahmpuri, Dandia Bazar, Baroda-390001 
Karnataka State 
1. Mahila Cooperative Bank Ltd. 
 164, No. 13 & 14 South end Road, Sheshadripuram, Bangalore-
560003 
2. The Jijamata Mahila Urban Cooperative Bank Ltd. 
 CTE 1477, Despande Galli, Belgaum 
3. Shri Sharda Mahila Sahkari Bank Ltd. 
 J.C. Road, Tumkur. 
Madhysa Pradesh States 
1. Shubhlaxmi Mahila Nagrik Sahakari Bank Ltd. 
 59, Kothari Market, Mahatma Gandhi Road, Indore 
Maharashtra State 
1. Amravati Zilla Mahila Sahkari Bank Ltd. 
 Jawahar Road, Amrawati-44461 
2. Indira Sahakari Bank Ltd. 
 Rajeev Mension, Kranti Chowk, Aurangabad-431-001 
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3. Shalini Sahkari Bank Ltd. 
 395, N.M. Joshi Marg, Opp. Appolko Mills, 
 Bombay-400001 
4. Indira Sahkari Bank Ltd. 
 81/83, Bhavani Sahnkar Road, Dadar, Bombay-400028 
5. Indira Mahila Sahkari Bank Ltd. 
 Nandurbar, District Dhule-425412 
6. Indira Sahkari Bank Ltd. 
 Ho. No. 1867, Jamnalal Bajar Road, Dhulia Dist. Dhulia 
7. Pratibha Mahila Sahkari Bank Ltd. 
 Baliram Peth, Jalgaon-425001 
8. Ichalkaranji Mahila Sahakari Bank Ltd. 
 Shopping Centre, Main Road, Ichalkaranji, 
 District Kolhapur-416115 
9. Kolhapur Mahila Sahakari Bank Ltd. 
 1091, C-Ward, Bindu Chowk, Kolhapur 
10. Nagpur Mahila Nagri Sahkari Bank Ltd. 
 Ganga Bhawan, West High Court, Dharampeth, 
 Nagpur-440010 
11. Nasik Jilha Mahila Sahakari Bank Ltd. 
 Stadium Complex, Mahatma Gandhi Road, Nasik-422001 
12. Nasik Jilha Mahila Sahkari Bank Ltd. 
 431/4, Vishwa Apartments, Ashok Stambha, Nasik-422001 
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13. Bhagini Nivedita Sahakari Bank Ltd. 
 387, Narayan Peth, Pune-411030 
14. Jijamata Mahila Sahkari Bank Ltd., 
 Savarkar Udyog Bhavan, 1st Floor, 'C' Block Shivajinagar, 
 Pune-411005 
15. Bhagyalaxmi Mahila Shakari Bank Ltd. 
 Wadhwa Niwas, Malpant Market, Opp. Collector's office, 
 Nandad-431601 
16. Shri Laxmi Mahila Sahkari Bank Ltd. 
 1082, Peth Bagh, Near Municipality, Sangli-416416 
17. Sholapur Zilla Mahila Sahakri Bank Ltd. 
 Niyamit 11, Gold Finch Peth, Old Mahapalika Building, Sholapur-
413007 
18. Indira Shramik Mahila Nagrik Sahkari Bank Ltd. 
 52, Saker Peth, Solapur-413005 
19. Ashirwad Mahila Nagri Sahkari Bank Ltd. 
 Opp. Civil Court Hinghat, Wardha, 
20. Ambika Mahila Sahkari Bank Ltd. 
 Zilla Sahkari Boad Building 1st Floor, Panchpir 
 Chavadi, Maliwada Distt. Ahmednagar-414001 
21. Ajinkyatara Mahila Sahkari Bank Ltd. 
 329, Yadogopal Peth, Satara-415002 
22. Ahiladeve Mahila Sahakri Bank Ltd. 
 Kalamnuri-431702 Dist. Prabhani 
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23. Ma Sharda Mahila Sahkari Bank Ltd. 
 Bisen's shopping conmplex, shrawad plots. 
 At & Post Akola Distt. Akola. 
24. Priyadarshini Mahila Sahakri Bank Ltd., 
 101/3505, Nehru Nagar, Kurla (East) Bombay-400024 
25. Priyadarshini Mahila Sahakri Bank Ltd., 
 Gude Niwas, Houst No. 22-8-2/1, Opp. Alankar Talkies, 
 Juni Kapad Galli-Latur. 
26. Suvarna Mangal Mahila Sahkari Bank Ltd. 
 Everest Shopping Centre, 1st Floor, Lokmanya Chowk 
 Nehru Road, Dombivli  (East), Thane-421201 
Manipur State 
1. Manipur Women's Cooperative Bank Ltd. 
 Poone Bazar, Imphal-795001 
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Trend of Progress of Primary (Urban) 
Cooperative Banks (All India) 
Sr. 
No. 
Item 1951-52 1957-58 1967-68 
1. Number of Banks 930 826 925 
2. Number of branches (including H.O.) N.A. N.A. N.A. 
3. Membership (in thousand) 674 1181 3147 
4. Piad-up Share Capital (Rs. in crores) N.A. N.A. N.A. 
5. Reserves (Rs. in crores) N.A. N.A. N.A. 
6. Total owned Funds (Columns 4+5) (Rs. in 
crores) 
6.00 8.00 50.00 
7. Deposits (Rs. in crores) 20.00 27.00 156.00 
8. Working Capital (Rs. in crores) 27.00 57.00 214.00 
9. Loans & Advances made during the year 
(Rs. In cores) 
24.00 33.00 167.00 
 
Sr. No. Item 1976-77 1980-81 1976-87 1987-88 1988-89 1989-90 
1. Number of Banks 1162 1228 1359 1370 1378 1390 
2. Number of branches 
(including H.O.) 
N.A. 2125* 3059 3165 3279 3360 
3. Memberhsip  
(in thousands) 
4675* 5300* 11041** 11372** 12247** 13200*** 
4. Paid-up Share 
Capital  
(Rs. In crores) 
69.92 111.75* 280.00* 312.33 357.45 403.38 
5. Reserves  
(Rs. in crores) 
46.79 118.00* 454.01* 573.68 724.97 852.92 
6. Total owned funds 
(Columns 4+5) Rs. 
in crores) 
116.71 229.758 734.01 886.01 1082.42 1256.30 
7. Deposits  
(Rs. in crores) 
518.65 1331.08 4838.33 5789.51 7231.93 8660.08 
8. Working Capital 
(Rs. in crores) 
721.54 1826.13 6421.09 7761.17 9560.27 11400.29 
9. Loans & Advances 
made during the 
year (Rs. in Crores) 
406.53 1034.45 3693.78 4635.90 5819.51 6802.47 
N.A. Not available 
* Data based on figures published by other sources. 
** From "Important items of data-credit and non-credit cooperative societies' by 
NABARD 
*** Estimate 
